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PRELIMINARY. 

National wealth may be defined as consisting of 
those material objects which are necessary, useful, 
Dr agreeable to mankind, and at the same time 
possess value in exchange. Thesie objects are the 
produce of labour. The labour of every nation is 
the fund which supplies it with all the necessaries, 
conveniences, and luxuries which it consumes, and 
these consist always either in the immediate pro- 
duce of that labour, or in what is purchased with 
that produce from other nations. 

According, therefore, as the national labour is 
more or less productive, and according also as its pro- 
duce is more or less suitable in kind, and in its proper 
proportions to supply, or to purchase what will 
supply the wants and desires of those for whose use 
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2 PRELIMINARY. 

and benefit it is intended, will be the greater or 
smaller means of enjoyment provided for the com- 
munity. 

The labour of mankind is naturally pursued in 
a certain order : the necessaries of life are first to 
be obtained. These form the primary object of 
every man's pursuit, and all other enjoyments are 
foregone and set aside for the sake of securing the 
portion of necessaries required, or the assured 
means of purchasing them. So long as the re- 
quisite supply of necessaries is altogether uncertain, 
and frequently unattainable, the condition of the 
people must be miserable;, and barbarism will 
prevail. 

In th« account of travels to the Source of the 
Missouri River, and across the American continent, 
by Captains Lewis and Clarke, there is a state- 
ment which conveys a striking illustration of the 
preceding remark. " After the hunters (from the 
" United States) had been gone about an hour, 
" Captain Lewis mounted his horse with one of 
** the Indians behind him, and the whole party set 
out ; but just as they passed through the narrows, 
they saw one of the (Indian) spies coming at 
full speed across the plain* The young Indian 
had scarcely breath to say a few words as he 
came np, when the whole troop dashed forward 
as last as their horses could carry them, and 
Captain Lewis, astonished at this sudden move-' 
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PRELIMINARY. 3 

** inent, was borne along for nearly a mile, before 
" he learned, with great satisfaction, that it was all 
*' caused by the spy's having announced that one 
** of the white men had killed a deer. Relieved 
^ from his anxiety, he now found the jolting very 
" uncomfortable, for the Indian behind him, being 
" afraid of not getting his share of the feast, 
" had lashed the horse at every step since 
** they set off; he therefore reined him in^ and 
" ordered the Indian to stop beating him. The 
fellow had no idea of losing time in disputing 
the point, and jumping off the horse, ran for 
a mile at full speed. When the Indians reached 
** the place where Dfewyer (the huntstnan) had 
" thrown out the intestines, they all dismounted 
" in confusion, and ran tumbling over each othi^r 
*' like famished dogs \ each tore away whatever 
" part he could, and instantly began to eat it i 
■* some had the liver, some the kidneys, in short 
no part, on which we are accustomed to look with 
disgust, escaped them. It was indeed impos- 
sible to jsee those wretches ravenously feeding on 
" the filth of animals, and the blood streaming from 
" their mouths, without deploring how nearly th^ 
" condition of savages approaches to that of the 
** brute creation.*' 

It can only be after an adequate supply of ne- 
cessaries is secured to individuals, that they are able 
to afford conveniences and luxuries, or that the 
taxation of such persons can be productive of ito- 
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porUiiit revenue to the state. When the means of 
subsistence, which the labourer earns, are almost 
inadequate to his support, he cannot well spare 
any part of the produce of his labour for other 
purposes than what will provide the necessaries of 
life. 



Supposing- that an agriculturist could obtain, from 
the soil which he cultivates, no greater produce than 
what afforded him the necessaries absolutely re- 
quisite for his own use and consumption, it is evident 
that he would not apply any part of this ■produce 
to the acqui.vition of other enjoyments : were all 
agriculturists in the like situation, it is certain that 
conveniences and luxuries could not exist, because 
there would be no meaus of subsistence provided 
for those persons who engaged in any other pursuits 
than what tend directly to supply the necessaries of 
life. The number of agriculturists, who are actu- 
ally in a situation nearly approaching to what is 
here supposed, proves unfortunately to be far greater 
than what may, upon first thought, appear to be 
the fact. A considerable number of the occupiers of 
small farms in Ireland are unable to raise a greater 
quantity' of produce than what suffices to provide 
the necessaries of life usually considered in civilized 
society to be requisite for an individual and his 
family in such a station; but in consequence of 
these fanners being obliged to allot a part of their 
produce for rent and for tithe, their condition is, in 
common years, that of poverty ; in unfavourable 
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PRELIMINARY. 5 

seasons, they are reduced to want. They cannot, in 
the most fortunate times, afford encouragement, by 
their expenditure, to other persons who are em- 
ployed in providing conveniences and luxuries ; the 
taxes, which can be exacted from such farmers, 
must certainly be of trivial amount. 

Nor is this unfortunate condition of agriculturists 
peculiar to Ireland : in Mr. Jacob's View of the 
Agriculture and Manufactures of Germany, Holland, 
and France, in 1819, there are statements of similar 
indigence. In regard to Saxe Weimav, he says; 
" The farms near the populous villages I passed 
t* through are small, and the occupiers very poor, 
" without the means of providing horses for the re- 
" quisite tillage, or cattle to create manure. I saw 
" some ploughing performed by two iialf-starved 
"cows. -These small occupiers live harder and 
" work harder than any labourers, and yet are 
" unable to increase iheir small store." Other 
parts of the book indicate the same state of penm-y 
in different districts. 

In this country some people, who were in all 
probability actuated by the most benevolent motives, 
have suggested that the providing of cottages, with 
small portions of land attached to them, would form 
desirable establishments for the poor of Great Bri- 
tain. However laudable the design, there is no 
doubt that, of all the modes of applying labour to 
the cultivation of good land, this would be the 
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least productive, and in consequence the least cal- 
culated to pixunote the national comfort and wealth. 
Were a plan of this nature acted upon to any extent, 
it would become necessary, in its pi-ogress, to assign 
in every year additional portions of land for the 
increasing numbers of the families of such cottagers ; 
and if continued, the plan would end in making 
the country, sooner than could well be anticipated, 
a general abode of pauperism, and in entailing on 
posterity great distress and misery. 

To prevent misconception, it niay be proper 
to remark that the division of the immense tracts 
of land, which were formerly iji possession of 
the great feudal proprietors, has, on the other hand, 
been highly favourable to the increase of agricul- 
tural production and improvement. This is indeed 
so obvious, that it requires no detail to illustrate the 
fact. 



It will now be well to advert to the varying con- 
dition of manufacturers. If they, who engage in 
providing conveniences and luxuries, furnished no 
greater quantity by the application of all their 
labour, than what was adequate to purchase or ex- 
change for the necessaries of life, which they stood 
in need of for their own consumption, then such 
parties themselves could not afford to enjoy the use 
of their own immediate productions, nor of the 
of each other : in this supposed ca^e of being able 
obtain no more than necessaries, they would 
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PRELIMINARY. 7 

reduced lo tlie hardship of selling to other people 
all the produce of theii" manufacture, however much 
some of it might add to their own comfort or con- 
vemence. Unfortunate circumstances will some- 
times realise the foregoing; suppositiou. In years 
of scarcity, when the price of provisions is high, 
the workmen employed in manufactures are, ia 
many instances, obliged to expend almost all their 
wages m the purchase of food. A great number of 
them can then aftbrd to enjoy but few, if any, of 
the conveniences of life; because they have not to 
give in exchange any of the surplus produce, or» 
what is the same thing, any of the price of the sur- 
plus jiroduce of their own labour, over and above 
what is required to purchase necessaries. The 
whole of such produce, or of its price, would in the 
first place be applied, if it were so requisite, to 
purchase the means of subsistence ; and should any 
surplus remain unappropriated, it would be ex- 
changed for other necessaries. 80 far are the com- 
mon people from adding to the stock of their con- 
veniences in years of scarcity, that many are then 
obliged to dispose of some part of what they pre- 
viously possessed. In these years the demand for 
^e labour of manufacturers who provide conve- 
niences, is diminished in two ways : first, and more 
especially, by the general inability of the cotomon 
people to purchase its produce ; and secondly, by 
the circumstance that such few pei-soiis as continue 
to possess the means of purchasing, find that they 
can buy many things at second-hand, which distress 
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had compelled others to sell, and for much lower 
prices than are proportionate to those of new goods. 
Master manufacturers then discharge from their 
employment the inferior or least expert workmen ; 
in consequence of these workmen seeking for new 
employment when little is obtainable, the wages of 
all are reduced. In the first year of distress the 
masters do not probably discharge the most skilfid 
and dexterous workmen, whose labour is especially 
useful, but will rather prefer to manufacture a 
stock of goods when wages are unusually de- 
pressed, although the demand and consumption be 
more limited, and the sale be delayed accordingly. 
Should two or more yeai's of distress follow in im- 
mediate succession, more workmen are discharged 
by master manufacturers, and thus, in times of con- 
tinued scarcity, the labourer's complaint of the want 
of employment is as frequent as that of the dearness 
of provisions. 

By means of a free trading intercourse with 
foreign countries, that suffering is in a great degree 
mitigated, which would naturally prevail among a 
manufacturing population in yeai-s of scarcity of 
provisions; and the tendency of the price of con- 
veniences to decline, at such a period, is moderated. 
It will seldom happen that a great scarcity of pro- 
visions iSj in the same years, experienced among 
many distant nations. If the scarcity be not uni- 
versal, the inhabitants of countries not so afflicted 
can purchase more manufactures than usual from 
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nations visited by distress, because the price will be 
somewhat lower: if provisions cim be spared from 
the countries enjoying- an abundance to supply 
others where scarcity prevails, the high price ob- 
tained will furnish the means also of purchasing a 
greater value than usual of the cheiip maniifac- 
tures. Here it may further be remarked, that foreign 
commerce tends to prevent the price of manufactures 
from being too much enhanced. When provisions 
are abundant, and consequently cheap, a larger 
surplus than usual of the revenue of individuals can 
be appropriated to purchase conveniences and luxu- 
ries ; their price therefore will rise, in as far as it 
is affected by the demand for home consumption. 
But foreign nations will be neither filling, nor 
enabled, to buy at high prices the same quantity 
of manufactures as in common times, unless their 
means of payment also, or their surplus revenue, 
over and above providing themselves with necessa- 
ries, shall have increased in equal proportion. Thus 
it appears that the more the trading intercom-se 
with distant countries is extended, the more are 
the fluctuations, which occur in the price and in 
the demand for necessaries and conveniences, likely 
to be kept from either extreme of greiit depression, 
or of great enhancement. 

The relation existing between the abundance or 
scarcity of necessaries, and the demand for manu- 
factures, will be of the same kind, whether the 



10 



PRELIMINARY. 



ordinary supply of necessaries, or that of conveni- 
eDces and luxuries be wholly of home production, 
or whether these supplies be purchased from foreig-o 
nations. In years of extreme scarcity of provisions, 
a nation wholly agricultural might, indeed, possess 
neither the subsistence required for the wants of its 
own population, nor the means of purchasing- that 
subsistence from other countries. If the necessaries 
and conveniences usually consumed were for the 
most part of home production, the effect of a greater 
or smaller supply of necessaries in another country, 
upon the demand for manufactures, would be di- 
minished in degree from what must l(appen under 
other circumstances. 



Supposing that Poland on the one side were the 
country where all are employed in agriculture; and 
that on the other side, the inhabitants of Holland 
were chiefly engaged In manufactures; whilst these 
countries purcha-sed annually a considerable |Kirt of 
the produce of each other; then the full extent of 
a deficiency of provisions in Poland would be felt 
by its inhabitants, not only in the diminished power 
of purchasing manufactures, but if the scarcity were 
extreme, the Poles might possess neither a suffi- 
ciency of provisions for their own use, nor the means 
of purchasing them elsewhei-e. But the effect of a 
scarcity in Poland would, in the supposed circum- 
stances, be felt only in a limited degree by the 
Dutch^ and would have a more or less powerful 
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influence in HoIUnd, according to the state of other 
markets, which could afford a vent for the naanu- 
factures of that country. Although Holland might 
not be the country where these manufactures were 
fabricated, and that the Dutch were only the car- 
riers of them from other countries to Poland, yet it 
is evident that the manufacturers, wheresoever resi- 
dent, could not continue their employment, unless 
they were provided by the purchasers of their 
goods, either with the necessaries of life, or with 
what would assuredly purchase them. At the same 
time, the supplies of necessaries^ when derived from 
several distant countries, would, in all probability, 
be often subject to some small variation in their 
extent; yet not exposed so much to important dimi- 
nution, as if they wholly depended upon the agri- 
culture of one country alone. 

In years of a general scarcity of provisions, ma- 
nufacturers, rather than want subsistence, will give 
in exchange for it a larger quantity than usual of 
the produce of their own labour, and accordingVy 
receive a diminished remuneration for their toil. 
In years when the means of subsistence abouncl,^ 
manufacturers will give for it a smaller quantity 
than usual of the produce of their labour, as the^y 
could have no wish to store up provisions beyouck 
their probable wants. Manufacturers can, in the 
first of these cases^ afford to consume a less quan^ 
tity of Ithe produce of their own labour, and of ths^t 
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of other manufacturers. In the second case, they 
would possess a larger surplus than usual of the 
produce of their own labour, and consequently 
could aufj^inent their customary enjoyments. 

Those improvements in agriculture which enable 
a few persons to provide necessaries for many, are, 
therefore, tlie foundation upon which alone wealth 
can be established. From this, however, it will by 
no means follow, either that those improvements 
must exist in the particular countries where wealth 
prevails, or that wealth will certainly abound where 
the foundation is Iiiid. It is certain that an annual 
excess of agricultural proiluce beyond what the 
cultivators require, does not of itself constitute 
wealth, uidess such excess can be usefully or advan- 
tageously appropriated : if kept without being con- 
sumed, or exchanged for something which the pos- 
sessors desire, this produce would perish sooner than 
^^ most other commodities; the effect would then be 

^H the same as if the surplus had never existed, 
^H Were the surplus produce employed in maintaining 
^H labourers wlio improved land, to what good pur- 
^1 pose, it may be awked, would this improvement tend, 
^H when already there was annually supplied a greater 
^H quantity of the produce of the soil, than what could 
^1 be usefully disposed of? It is incredible that the 
^1 people of Poland would continue to labour, in order 
^H to produce annually a superabundance of provision.s, 
^H for which there was neither any demand at home, 

■- 
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iior ii market in other countries, where this super- 
abundance might be exchanged for something else 
which was necessary, or useful, or agreeable.. 

The French Economists held, however, that the 
agriculturists were the only productive class of the 
society, because, in addition to the wages of labour, 
and the profits of stock resulting from their industry, 
it also furnished a rent to the owner of the land ; 
that artificers, manufacturers, and merchants, formed 
a class wholly unpi-oductive, because the produce of 
their industry was reputed to be the value only of 
what they consumed, and that no surplus revenue, 
like rent, resulted to the community. These opi- 
nions are altogether erroneous. Were there no other 
cliibs of labourers than agriculturists, there could be 
.no rent, for every one would provide only as much 
of the produce of the soil as was, in common years, 
found to be necessary for the subsistence of himself 
and his family ; when two or more years of great 
scarcity occurred in succession, the agriculturists 
would be reduced to the greatest misery, having 
neither subsistence, nor the means of purchasing it 
from other countries. The tenants might, as in the 
feudal times, pay in common years by personal 
services, or by some contributions in kind of the 
produce of their farms, for the liberty of tillage on 
their lord's estate: but it requires no argument to 
shew, that without the existence of manufactures, 
there would be no such rents as are in modern times 
prevalent throughout most of the countries in Eii- 
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rope. The cause of these rents, advanced in this 
coantry as they are beyond what were payable at 
remote periods, can only be found in the high prices 
of agricultural produce, proceeding from its limited 
supply and from the increased demand of the great 
population now employed in manufactures and trade^ 
It is by no means conceded here that rent consti- 
tutes national wealth, yet it seemed pr<^r to shew^ 
that the advocates of the system, which depreciated 
the importance of manufactures, were, upon their 
own premises, led to an erroneous conclusion. 

Adverting anew to the fact, that national wealth 
consists of those material objects which possess ex- 
changeable value, and also are necessary, useful, or 
agreeable to mankind ; and keeping in mind, at the 
same time, that necessaries are first of all to be ob* 
tained ; it can safely be inferred, that when a nation 
is enabled to provide the supply of necessaries, or 
what will purchase the supply of necessaries re- 
quired for its consumption, by means of the labour 
of a part of the people who are able to work ; the 
remainder may then be employed, either in pro- 
viding conveniences and luxuries, or partly in these 
occupations, and partly in others, which are like- 
wise considered to be useful or advantageous. The 
capability of acquiring national wealth is thus held 
always to depend upon the power of the society to 
provide, by means of the labour of a part of its 
members, for the necessary support of the whole 
population. The smaller the proportion of the 
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labourers required for making such provision, the 
more extended will be the basis upon which national 
opulence can be founded. A greater number of 
workmen can accordingly be spared for providing 
other enjoyments, or what will purchase other en- 
joyments desired by the community. Supposing 
that three persons employed in supplying neces- 
saries could furnish only as many as were required 
for the consumption of four workmen and their 
families ; it is plain that the fourth alone could be 
employed in providing superfluities. But if, in 
consequence of improvements in the productive 
powers of labour, it were afterwards found that the 
application of two was sufficient to supply the same 
quantity of necessaries, as had previously been the 
produce of that of three persons ; then one labourer 
more could be spared from the employment of pro- 
viding necessaries, and the supply of conveniences 
might be doubled. 

*jBy the census of 1821 it appeared that one- 
third of the population of Great Britain, as esti- 
mated by families, was employed in agriculture. 
According to the publication of the Baron Dupinon 
thej" Productive and Commercial Powers of France, 
about sixty persons in the hundred subsist there by 
agriculture. No exact calculation can be made of 
the proportion of the people in either country, who 

^ See No. 2 of the Foreign Quarterly Review : article, Dupin'f 
Productive and Commercial Powers of France. 
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are employed in provitliiig necessaries fur the whole, 
since from boih France ami Gresit Britain are ex- 
jinrted considenilile quantities of commodities, ma- 
nufactured from the produce immediately supplied 
by agricnttural labour. The wines of France are 
sent to all quarters of the g;lobe, and nearly the 
same observation is applicable to the beer of Great 
Britain. It is more particularly to be noticed, that 
into this country there are annually imported large 
quantities of corn, especially from Ireland. The 
importations of corn into France are not of fiequent 
occurrence. Leaving out of the estimate all ex- 
portations from both countries, and considering 
that in France sixty people are required to provide 
the neces-ary subsistence for a hundred, whilst the 
last number are in Great Britain supplied with Ibod 
by the labour of probably forty persons ; it will 
follow, that, in consequence of the improvement of 
the productive powers of labour. Great Britain is 
placed in a condition to become far more opulent 
than France j because, in the former country, after 
necessaries are provided, sixty persons in the hun- 
dred can apply themselves to furnish whatever else 
is held to be useful, or agreeable, or advantageous ; 
and in France only forty in the hundred can be 
spared fortlie same purpose. In both countries the 
relative proportions of the people who provide ne- 
cessaries, and of those who supply conveniences and 
luxuries, are no doubt far from being exact, yet 
they are stated with accuracy sufficient to prove that 
a far greater proportion of the labouring class in 
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France is necessary to provide sabsistence for the 
kingdom, than in Great Britain. It appears to^ 
be a fact admitted by almost all, who have on 
different occasions visited France in the present 
century, that the country is annually making rapid 
progress in opulence, and accordingly it is remark* 
ed by the Baron Dupin, that the preponderance of 
the agricultural class in numbers becomes less every 
year. 

A sufficiency of necessaries alone is not, however, 
evidence of the possession of wealth. The addition 
of conveniences and luxuries, or of the power of 
acquiring them, is also requisite in order to consti- 
tute opulence. National wealth can only be pos^ 
sessed, according as the labour of the people pro- 
vides more or less amply for their comforts, as well 
as for their necessary wants. There is far more 
real opulence in the society where such comforts are 
generally diffused^ than where only a few individuals 
have the means of enormous expense. In several 
countries on the . continent of Europe, there are 
many nobles in receipt of large revenues from their 
extensive domains, whilst the greater part of the 
people are near to a state of poverty ; but the real 
opulence of those countries is not by any means 
equal to that of the United States of Nocth 
America. 

The general diffusion of comforts can scarcely 
take place^ unless the produce of manufacturing 
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imlustry be readily attainable; for it is only then, 
that an excess of ag^ricultuml produce, beyond the 
wants of the agricnlturists, can be made available 
to augment their enjoyments. Agriculture and 
inauu factures depend mutually upon each other. 
By means of the niannfactures of Europe, the pro- 
gress of the agriculture of America has been ex- 
ceedingly accelerated ; and what is here apparent 
on a great scale, is not the less realized in every 
country, by the slow and gradual extension or im- 
provement of its own manufactures, and of those of 
all other nations which participate in its trade. 



AVhen individuals follow different occupations, 
they are obliged to exchange a part of the produce 
of their own labour, fora part of the produce of that 
of other people. As commerce is extended, dif- 
ferent nations exchange with each other the mer- 
chandize which is considered by one as desirable to 
acquire, and byanother nation as desirable to dispose 
of. But to enable any person to acquire from other 
people what he wishes to possess, he must have it in 
his power to give in exchange something which the 
owners esteem more highly. It is the same in cona- 
mercial intercourse between different nations. 



To enable any person to contribute effectually to 
the revenue of the state, he must, in like manner, 
have it in his power to part with something, which 
is either required, or will exchange for and pur- 
chase what is required for use or service. In other 
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words, the individual, or the nation that is really 
wealthy, must be in possession of some commo- 
dities, which will either directly supply, or which 
will assuredly purchase what will supply the wants 
of other people. But as the wants of all consist 
either in necessaries, conveniences, luxuries, or in 
the power of acquiring them ; and as the only va- 
luable commodities which can ever be given in 
exchange consist also either in necessaries, con- 
veniences, luxuries, or in what will convey the 
power of acquiring or augmenting them : it must 
follow that all exchanges, purchases^ and sales, are, 
in fact, the transfer of the command over one kind 
of enjoyments in exchange for the command ovet 
Another kind ; or, possibly, for the command over 
a different portion of the same kind at another tim^^ 
or id another place. The labourer receives wages 
in money^ which is the power of acquiring a por- 
tion of the necessaries or conveniences he desires^ 
dnd he gives in exchange his labour, which adds to 
tb^ sum, of to the value of necessaries, conveniences, 
or luxuries. 

The extent of all national wealth must always 
depend upon the fitness and due proportion of the 
necessaries^ conveniences, and luxuries in which it 
C^Hisists, to supply the demand of thoiie for whomi 
they ftre provided. They would not otherwise be 
received in exchange at a value adequate to the 
Mstof their production, a» compared with the cost 
c^ other i^mittodfties at the «ame time and place. 
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If what are provided be unsuitable in kind to the 
demand, then no one, in order to acquire them, 
wil! consent to part with what he already possesses. 
If ihe quantity provided be insufficient to supply 
the usual demand, then a part of the community 
will be deprived of their usual enjoyments. W the 
quantity be beyond the wants of the consumers, 
who would be willing^ and able to purchase at a 
price adequate to remunerate the producers equally 
well as if they had provided other commodities ? 
and if no market can be found in other countries, 
where the excess can be sold at such adequate price, 
then not only the excess, but the whole quantity on 
hand, will be sold at a price insufficient to compen- 
sate the producers at the ordinary rate. The greater 
che;ipness of the goods will encourage an increased 
consumption by the former, and invite consumption 
by new purchasers. But the supply of necessaries, 
conveniences, and luxuries, in order to constitute 
real national wealth by their fitness to exchange 
for an adequate value, must be suitable in kind, 
and each kind in its respective quantity, to the 
nature of the demand, or to the wants of the pur- 
chasers, and to their means of purchasing^. 

Although an excess of any of the productions of 
labour be not admitted as constituting an addition 
to the national wealth, when such excess causes a 
depreciation in the price so much below the ordi- 
nary and necessary cost, that the same supply 
cannot be continued ; yet national opulence is iin- 
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doiibtedly best promoted by sucli a general abun- 
dance of necessaries, conveniences, and luxuries, 
as will constantly place them within the reach of 
the greatest number of the community ; or, in 
other words, when the large supply can be sold at 
a price that will admit of an equal abundance 
being continued. 

When this abundance proceeds from the g'eneral 
increase of the productive powers of labour, three 
consequences will naturally follow : First, that 
every man having more of the produce of his la- 
bour than formerly to disjiose of, and all his neigh- 
bours being in the like situation, the whole com- 
munity must be better provided with necessaries, 
conveniences, and luxuries, as well of its own 
production, as with the means of purchasing what 
are required from other nations. Secondly, that 
every body being enabled to obtain, in ex- 
change for his labour, a greater qnantity of all 
these than before, the comforts of the whole com- 
munity, and more especially of the labouring class, 
should be much increased. Third, that more pro- 
perty can then be contributed, or the same property 
with more facility, to the revenue of the state. 



But none of these natural consequences will 
follow, or at all events, their extent will be exceed- 
ingly limited, under any one of the three follow- 
ing circumstances : First, if a considerable part 
of the community be enslaved ; second, if the 



1 



PBELIMINARY. 



taxation be oppressive, or the price of (bod be, by 
oppressive laws, maintained at too higfh a rate; 
third, if the exchanges of the productions of labour 
become impracticable, or are much restrained. 

If the labour of a slave becomes more pro- 
ductive, the increase of produce is wholly to the 
advantage of his master. The slave himself pos- 
sesses none of this produce to dispose of. His 
comforts, if he has any, may continue the same, 
or be increased, or diminished, as the caprice of 
his master shall determine. The slave cannot con- 
tribute directly to the revenue of the state. This 
is probably the case in Poland. 



As the labour of the workmen in Great Britain 
has of late years become much more productive, 
they should, in the ordinary course of events, be 
enabled to obtain a greater share of the comforts 
of Hfe, and to contribute more towards the public 
revenue, without any increased privations in conse- 
quence of this augmented contribution. But, in- 
dependently of the obstructions to the exchange 
of all productions, and of the oppressive taxation, 
both of which are, in a great measure, consequent 
upon excessive fluctuations in the currency, the 
British people are compelled to pay so high a price 
for their food, as necessarily exacts from commoa 
workmen the value of nearly all the produce of 
their labour i n exchange for subsistence. They 
cannot, therefore, afford to consume so much of 
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the labour of maimfactiiiers ; for il is evident, that 
all the produce of other enjoyments must be fore- 
gone, in order to secure the supply of food which 
they necessarily require. It is also clear that the 
extravagant price of their food greatly diminishes 
their ability to contribute to the revenue of tlie 
state. 

The evils arising from a high price of food are 
exceedingly aggnivated by the reg^ulations which 
restrain the interchange of national productions 
for those of foreign countries. The British system 
has hitherto been that of favouring exportation, and 
discouraging importation as much as possible; a 
system founded in error, and one that is, in com- 
mon times, quite impracticable. Without re- 
ceiving an equivalent for our exportations, they 
would be a present to foreign nations. Upon these 
terms of giving a vaUie, and not receiving a full 
equivalent, exportation cannot he continued, and 
must become impracticable. 

During a long and very expensive war, n>any 
millions in value of British manufactures were 
annually exported, for which no other returns were 
erer made than bills upon the national treasHpy. 
After the conclusion of the war, many millions \a 
value of the like manufactures were paid for by 
importations of specie, which became necessary, to 
Fepkice the currency on the basis of the prectous 
metals. To this succeeded several extensive loans 
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to foreign goveniments, and tlie exporters of goods 
received in payment bills upon the loan contractors ; 
or if these contractors exported specie in part of 
the supplies fnrnished to foreign governments, then 
it was again sent back in payment for manufactures. 
The expenditure of onr own government abroad 
is now small as compared to its former amount. 
All means of raising extensive loans for foreign 
governments, appear to be exhausted. 

The national prosperity is greatly prejudiced by 
the exclusive system, which desires to sell to other 
nations, and to limit the productions to be received 
in return. Exchanges cannot be carried on with- 
out receiving as well as giving a proper equivalent. 
Unless a proper equivalent be received in return for 
goods, the labourers employed in producing them 
cannot continue to receive wages. By the system 
of restrictions on trade, workmen are thrown out 
of employment, when no exciting cause of great 
expenditure abroad, or of foreign loans, creates a 
demand for manufactures for exportation. By re- 
ceiving foreign productions in return for our own, 
then the whole quantity of necessaries, conve- 
niences, and luxuries is increased, labour is better 
rewarded, and the comforts of life are more easily 
obtained by all industrious classes in the com- 
munity. 



But however advantageous foreign trade may be, 
the inland commerce of the country is of far greater 
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importance. This has been paralyzed by the rapid 
fluctuations in the currency. The details of these 
are so extensive, and the results of so much conse- 
quence, that the subject cannot with propriety be 
abridged, and the reader is referred to the detail in 
the following Essays. 
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ESSAY I. 



ON THE MOTIVES TO INDUSTRY. 



In investigating the causes of wealth it is im- 
portant to inquire into the motives which excite 
mankind to become industrious, and which over- 
come their natural repugnance to engage in toil- 
some occupations. The wants of natui*e require a 
continued supply of food and clothing: lodging* 
must also be provided ; and every person is de- 
sirous to escape from the condition of poverty. 
Such are the primary inducements to labour. Next 
in order, is the wish generally entertained to pre- 
serve what may be called rank in society, or the 
same degree of estimation in the opinion of neigh- 
bours^ as is conceded to other people in similar 
situations of life : thus almost every one desires to 
reside in a house, and to use clothing, not inferior 
in appearance to what are enjoyed by others, whom 
he regards as equals. 

Were these, however, the only motives which 
stimulate mankind to industry, they would proceed 
in the same beaten track with their forefathers, and 
few improvements could ensue. In the human 
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mind there are yet other, and far more powerful, 
incitements to exertion. The wish to better and 
improve our condition increases with our years, and 
freqnently accompanies us to the close of existence. 
By tlie advancement of a few in society, a spirit of 
emulation is raised among many. There is a de- 
gree of pride, which does not allow our equals to 
surpass us without an effort ; and in all minds there 
exists an ambition to excel, and to acquire the 
means of distinction, which make;* us desirous of 
surpassing- others. Many people are consequently 
disposed to continue their labour, after having 
gained a sufficiency of wealth adequate to provide 
all the objects of enjoyment which seem to be either 
necessary or desirable. 

These various motives will have a more or less 
]>owerfuI influence on the mind, according; to the 
education and acquired habits of individuals, and 
according to the circumstances in which they are 
placed. It is, therefore, deserving inquiry, how 
far this education, these habits, and circumstances, 
actuate the conduct, and excite or paralyze the ener- 
gies of mankind in the desire of improving their 
condition, and consequently tend to promote, or to 
oppose the prevalence of that general abundance 
which naturally proceeds from well-directed labour, 
and constitutes national wealth. 

The habits of labour acquired in early youth en- 
able the labourer not only to perform a greater 
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quantity of work, but likewise to do it with a de- 
gree of facility to himself, or without so great a 
sacrifice of his own ease, as is required from otliers 
not inured to toil. In Brazil, where the trading- in 
slaves is still most unhappily continued, the price 
of those arriving from Africa is, in a great measure, 
determined by the known habits of the tribe or na- 
tion to which they have formerly belonged. If 
brought from a district where the labour is chiefly 
performed by women, then the female slaves are 
more valuable, and the men slaves are held in less 
estimation than if they had respectively been 
broaght from a part of Africa where the contrary 
practice obtained. It is a great consideration with 
the purchasers, not only that slaves, when educated 
to labour in early youth, are enabled to perform a 
greater quantity of work, but also that their health, 
when laboriously employed, is better preserved. 
That despondency of mind, too, which occasionally 
accompanies a state of slavery, and predisposes the 
body to disease, or even induces the oppressed to 
put a violent end to their sufferings, is by no means 
so prevalent among those who are engaged in la- 
bour, which they have practised before: as it is 
among the men who belonged formerly to tribes 
where all toil was allotted to women, and where 
drunkenness and plunder alone were held to be 
manly pursuits. 



Education in habits of idleness renders mankind 
unfit for all industrious occupations, and leads them 
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to consider that ordinary, or even moderate, labour 
and exertion must necessarily occasion excessive 
fatigue. In the unfortunate countries where sla- 
very prevails, it is, no doubt, a great calamity to 
the slave; at the same time that it frequently 
proves to be a serious misfortune to the master. 
The first is without a stimulus to exertion, or at 
least without any which is not of a compulsatory 
kind, and degrading to human nature. A master, 
if so fortunate as to have been educated in those 
active occupations which are most common in a 
northern clime, may escape from the contagion of 
such slothful habits as generally prevail among* 
slave owners. He may even retain some degree of 
energy in his character ; but all who are, from in- 
fancy, used to command without controul, become 
indolent from indulgence. Having had the mis- 
fortune to be educated where slaves are always in 
attendance, they usually contract an aversion to 
active pursuits. Accustomed to meet with im- 
plicit obedience to their will, they fall insensibly 
into early habits of indolence, which grow with the 
man, and strengthen with his strength. Indolence 
of body superinduces indolence of mind, and thus 
does human nature gradually degenerate. 



Among the Greeks and Romans this tendency lo 
indolence and degeneracy, which originates in the 
possession of slaves, was counteracted for a long 
time by the active pursuits of their masters. The 

t constant activity which a state of warfare requires, 
■ 1 
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and the fame obtained by excelling^ in military 
exercises, proved adequate excitements to exer- 
tion, and overcame that disposition to indolence 
which the ownership of slaves too powerfully en- 
courages. But after military exploits were no longer 
common, and after slaves had become more nume- 
rous, the indolence of their masters, both in mind 
and in body, was highly conspicuous and reprehen- 
sible. In the history of the fall. of the empire, a 
few bright exceptions to this prevailing degeneracy 
occasionally appear. These, however, far from im- 
pugning the present statement, tend, on the con- 
trary, to make it more evident that the general indo- 
lence and apathy of the people^ more especially of 
their rulers, were an efficient cause of the declen- 
sion of the Roman power. 

Under a despotic government the higher classes 
of people in general, and the nobility more particu- 
larly, like to individuals educated in a land where 
slavery prevails, indulge in idleness from infancy, 
and are implicitly obeyed by their inferiors. They 
become for the most part destitute of energy, and 
find scarcely any control to their will. Seeing, as 
they do, frequent examples of successful intrigue^ 
whilst merit is neglected ; that talents when united 
to rank are more likely to excite the jealousy of a 
despot than to obtain his favour ; they consult thcair.- 
own ease and safety by declining into ^ st^ 
indolence, from which few of them emGosgBjt. 
this condition are many of the nobles of .^ 
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reduced. In Portugal, too, the like causes of indo- 
lence have produced nearly similar effects. In 
these two countries the envy of courtiers is seldom 
excited by comparing the talents or merits of 
equals in rank with their own consciona defects ; 
the people, taking example at the conduct of their 
superiors in station, do not advance with the pro- 
gress of European society, but consider themselves 
fortunate that they do not retrograde. 



Early habits have so powerful an effect on the 
conduct as to make it quite common to remark of 
the natives of particular countries, that they are 
especially industrious, or especially indolent ; so 
generally acknowledged is the justice of the obser- 
vation, as to render it unnecessary to give examples 
of the fact. From education, or early habits, dif- 
ferent modes of acting, or perhaps different trains 
of thought, prevail in different places. Among 
merchants, for example, various motives of conduct 
predominate respectively in distant commercial 
cities, and guide individuals in their transactions. 
At Liverpool, and generally throughout the United 
States of North America, a disposition for enter- 
prise prevails. At Hamburgh there is much acti- 
vity in conducting business, but not an equal 
degree of enterprise in undertaking new operations, 
as in the places first mentioned. The merchants 
at Bristol and in Holland proceed with extreme 
tlnn Amnno- tl in FrancB there is more 

mil distrust of their 
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neighbours. In London there is usually found the 
greatest degree of liberality. These various charac- 
teristics can alone be ascribed to education, and to 
the frequent association with other people who 
possess the general disposition which is thus re- 
markable. All these different modes of thinking' 
and acting are possibly the most suitable to the 
places where they respectively exist, and probably 
advance the industry of each separate community. 



When men are placed in circumstances of much 
competition with others, they are roused to exertion. 
In great commercial cities there is far more com- 
petition among merchants, and in consequence far 
more activity, than in towns of minor importance. 
In Londou, Liverpool, and Hamburgh, merchants 
are powerfully excited to emulate each other, and 
industry is thus promoted. The education of mer- 
chants may be said to make daily progress, for new 
circumstances continually arise to aid their past ex- 
perience, and to influence their future proceedings. 
As in places of extended commerce these new events 
are of the most frequent occurrence, mercantile 
education is there the furthest advanced. In order 
to be conducted with benefit to the parties engaged 
iu it, the trade of buying and selling on an exten- 
sive scale requires far more experience and judg- 
ment than unpractised persons may, on first thought, 
imagine. The extension of one, tlie limitation of 
another market; the abundance of one, the scarcity 
of another commodity, are all occasioned by many 
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different circumstances, and according to these 
prove more or less permanent ; they are likewise 
attended sometimes by results so contrary to general 
expectation, as surprise merchants of the greatest 
experience. Such unexpected results are now and 
then brought about by other events coincident in 
point of time, although perhaps not prominent in 
the view ; the increase or the contraction of jthe 
currency, the general state of mercantile credit, 
the enactment of one law, the expiring or abro- 
gation of another, are often the remote causes which 
produce unlooked-for results. When these are in- 
vestigated, much will frequently appear quite ob- 
vious, that was totally unthought of when enter- 
prises were first contemplated. Competition, how- 
ever, leads to that activity of mind which super- 
induces a habit of surveying more widely the pros- 
pects of success. The frequent discussion too, among 
assembled merchants, of what has occasioned for- 
mer success and former disappointment, gives con- 
fidence in future enterprise, and stimulates indus* 
try to greater activity. 

In few pursuits is the effect of competition more 
obvious to the general observer than among the 
proprietors of newspapers. To competition is the 
public iildebted for the great accuracy of news- 
paper intelligence, for the careful selection of what 
possesses most general interest, and for the com- 
ments on passing occurrences which are for the 
most part surprisingly judicious, especially when we 

D 
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consider the shortness of the time allowed for deli- 
beration. The more that newspapers have been 
improved, the more has their circulation increased, 
and at the same time their merits and defects are 
more fully inquired into, and better understood, 
by the public. It is notorious that the emulation 
of the rival proprietors leads almost every year to 
new improvements : and in great cities the one, 
who usually ascertains and publishes intelligence of 
interest before his competitors, is almost always 
found to derive a benefit corresponding to his 
activity. 

- There are some particular occupations where con* 
siderable activity is displayed without any apparent 
remuneration adequate to cause the excitement. 
The sailing masters of ships are frequently paid 
their wages at a certain rate per month, and it 
would seem that they had little personal interest in 
hastening their arrival j for no sooner is one task 
accomplished than another is undertaken : yet 
there exists among the far greater number of those 
in the British mercantile marine, an esprit de corps, 
as it were; they generally exult in the dispatch 
with which their voyages are performed, and are by 
night and by day anxious for their completion. 
Such anxiety on the part of shipmasters^probably 
proceeds both from competition and from habits ac- 
quired in early life; industry is accordingly pre^ 
moted. Not only is there a great saving of expense 
to the shipowner, but the freighters, whose cargo 
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is on board,, are now and then to be placed in the 
opposite character of gainers or losers by their 
adventure, according to the celerity or tediousness 
of the voyage. 

It is not usual to find in thinly-peopled countriesj 
or in small villages, that industry is prosecuted with 
the same animation as in populous districts and in 
great towns. In that part of America which was 
formerly under Spanish dominion, it is said to be 
no uncommon practice with many of the natives tof 
sleep the greater part of their time, and to be idl6 
during the remainder, or occupied in frivolous pur- 
suits.. The cultivation of the banana tree requires 
but little care, its fruit is usually abundant, and 
the produce of a small number of the trees supplies 
a family of the abstemious natives with nearly all 
their food. No small part of their enjoyments con- 
sists in the smoking of tobacco, and some of this' 
plant is said to grow spontaneously in several dis- 
tricts. The residence of the natives, who are thus 
representedr to be especially indolent, is usually 
remote from the nearest habitations : consequently^ 
there is little excitement to activity, and no emu- 
lation. 

Nor is the indolence proceeding from the want 
of neighbourhood peculiar to the inhabitants of 
countries within the tropics : we meet with son^' 
deigree of it wheielperhaps it 'would little -be ex- 
pected. In the north of Scotland, although tbei 
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labour necessary to provide food greatly exceeds 
that which is required in a genial climate, yet the 
character of the Highlanders in. the remote and 
thinly-peopled districts, is far from being indus- 
trious. No small cariosity about the affairs of other 
people, a desire to avoid all labour which is at- 
tended with constant application, and a cessation 
from work, as soou as the means of supplying the 
necessaries of life are provided, form the prevailing 
dispositions among the Highlanders. These habits 
seem to have arisen from the want of industrious 
application in early youth. Some attempts were 
made to establish larger towns, and thus to increase 
the stimulus to industry in the Highlands : but 
these attempts failed, because too many of the people 
have acquired feelings of indifference about the im- 
provement of their own condition. The reverse of 
this picture is the character of the Highlanders who 
emigrate to the more populous and more wealthy 
parts of Great Britain ; there they become indus- 
trious, persevering, and eager to excel j their suc- 
cess too is usually commensurate with their exer- 
tions. They, who leave their native hillsj for the 
most part emigrate at an early age, before ac- 
quired habits have assumed too powerful a con- 
troul over their actions. 

But although industry is commonly prosecuted 
with little animation iii thinly peopled countries, 
yet it would seem that the liberal reward of labour 
proves sufficient to counteract this usual effect. In 
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Mexico, where the people are represented to be 
indolent in an extreme degree, the increased reward 
for labour, which is paid in the neighbourhood of a 
new mine, becomes an adequate stimulus to render 
them industrious. 



Where the reward of labour is liberal, and the 
people have been educated in habits of industry, 
the exertions that are made produce astonishing 
results. The first emigrants to North America must, 
for many years, have pursued their laborious occu- 
pations with unceasing diligence, ere they could 
convert a wilderness into fruitful fields interspersed 
with numei-ous towns and villages. Children re- 
ceived from their fathers the disposition to labour as 
an inheritance ; and education so fortunate has there 
been attended with the happiest effects. In the 
United States more especially, the rewaixl of labour 
has for a long period of years been extremely liberal, 
and the progress of industry has been accordingly 
great. A number of persons who emigrated, and 
others, natives of the country, from their former con- 
dition of common labourers, have become opulent 
as masters, and are owners of extensive and valuable 
landed property. When thestateisrapidlyadvancing 
to wealth, and where many individuals are becoming 
opulent, the man who can stand still, or spend his 
time in indolence and sloth, must be void of emnla- 
tion in his nature, and without that sympathy in his 
feelings which prompts us all to proceed in unison 
with our equals, and in the common progress of 
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society. The excitement caused by the revolu- 
tionary war which terminated in their indepen- 
dence; the high rates of profits and wages, earned 
by capitalists and labourers, in consequence of the 
demand for American produce during the subse- 
quent wars in Europe, gave an impulse to the 
industry of the United States of North America, 
that will long be felt in its efiects, and have also 
contributed in a great degree to render enterprise a 
part of the national character. 

The high price of food in Great Britain has the 
opposite eflfect to that produced by the liberal reward 
of labour in the United States of North America. 
In England the general incentive to labour is annu- 
ally diminishing, and on an average of a few years 
the parish workhouses become always more populous. 
A great part of the labouring class in England are 
now without the hope of improving their condition, 
indigent as it has become : all that they can expect 
under the present system, is to earn as much in 
wages as will purchase the absolute necessaries of 
life. When necessaries alone are provided with 
difficulty, comforts must be unattainable, for, in the 
order of nature, food, clothing and lodging demand 
our first care. But in this country, the labourer is 
equally certain of obtaining the necessaries he 
requires by claiming an allowance from the poor's 
rate^ as by the utmost exertions of toil. The incen- 
tive to industry, although it be not wholly taken 
away, is at lecust very much weakened. The ia- 
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bourer, who chooses to be idle, or to work unskil- 
fully, or to disregard the instructions of his master, 
is tolerably sure of not being; employed when others 
can be found. The want of employment, from 
whatever cause it may proceed, establishes a 
claim upon the public for ample means of sup- 
port. Once accustomed to receive subsistence as 
a pauper, all self-esteem is at an end. Associated 
with persons alike devoid of hope, none of the 
motives to industrious exertion influence the con- 
duct: habituated to idleness, or at least to indo- 
lence, there is no longer any desire to return? to 
laboqr, or to earn the wages of independence. 

It may without impropriety be said that parish 
relief is a bounty, .and that parish workhouses 
are schools for contracting idle habits. Yet re- 
lief to indigent labourers in some mode ^appears 
to be indispensible, v^hilst the monopoly of the supply 
of corn contixiues, from the duty being in common 
years prohibitory of its importation from foreign 
countries. -The high price of subsistence deprives 
every labourer without exception of a considerable 
part of those conveniences which he could otherwise 
enjoy; and in consequence curtails the employment 
and diminishes the wages of the manufacturing 
population, who provide conveniences*. One class 
of workmen, however, cannot be made suflferers, 
without other classes participating in the distress. 
The reduction of wages in one branch of industry 
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tends to diminish the rate in all employments. 
Under these circumstances, it seems morally im- 
possible that the victims to the artificial enhance- 
ment of the price of food can be left unprovided 
for, and without an asylum. 

Whilst many a labourer, who is driven to despair^ 
or whose buoyant spirit has been tamed by distress, 
seeks from the poor's rate a provision from want ; 
others of bolder, and more active minds, begin a 
career of crime. Cautious at first, or dreading* dis- 
covery, perhaps poaching, or some other stealing by- 
night, marks the commencement. Once encouraged 
by escape from detection, and habituated to daring, 
criminals proceed more openly in the progress of 
guilt. Hence are the gaols filled. After guilty 
pursuits become a frequent occupation, the anxiety 
for success, the hope of concealment, and the fear 
of discovery, keep up a continual excitement in the 
mind. When it begins to subside, reflection is at- 
tended with pain; to divert the attention from past 
misdeeds, and to remove all feelings of remorse, 
mental occupation is required, and new crimes are 
planned and undertaken. The most successful cri- 
minals will in general be the least exposed to indi- 
gence, and although this may have been the original 
cause of their iniquity, yet it is not often owing to 
poverty that they continue their course. The 
emulation to excel, even among the worst of asso- 
ciates, will sometimes act as a passion. From this 
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Etituiilus, and the desire to avoid all tormenting 
reflet'tion on the past, nieii engage in wimes whicli 
forfeit their lives to the justice of their country. 

The same individuals, who, as a punishment for 
crime, have been exiled from their country, and 
transported to a distant region, will sometimes 
change their habits, and become industrious. Placed 
as they are in circumstances totally different from 
what they had formerly been accustomed to, there 
remains a chance of new motives of conduct being 
superinduced. When the convicted criminal amves 
in New Holland, he is compelled to labour, and it 
is only from diligence and good conduct, that he can 
expect any mitigation of his sentence. In his na- 
tive land the high price of food takes away so great 
a proportion of wages, as to leave to many labourers 
the means only of prolonging a painful existence. 
But m the country of exile, the criminal is not so 
void of hope. There, he finds new motives for in- 
dustrious exertions, and sees in the frequent ad- 
vancement of others the possibility of his own. 
Habits, which have long taken root, are indeed 
difficult to eradicate; yet so powerful is the influ- 
ence of hope on the mind, when often verified in 
the success of our equals, that man will almost 
change his nature. Such an alteration is assisted 
by the strong principle of self-love, and will not be 
then counteracted by the constant excitement of 
mind, which is engendered by an uninterrupted 
course of crime; there no longer exists the emula- 
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tion among associates in guilt ; and the anxiety to 
remove painful reflections, together with the reflec- 
tions themselves, subsides by the lapse of time. 

When the common rate of wages suffices to place 
workmen in a state of comfort, the inducement to 
diligence is increased. The means of a plentifcil 
subsistence gives to the labourer strength, as well as 
animation, and the comfortable hope of ending bis 
days in ease and comparative plenty, stimulates his 
exertions. In the confidence of being able to pre- 
serve the esteem of neighbours and equals, the mind 
acquires a degree of self-support, upon which is 
founded a proper independence of character. 

That industry is usually more productive, when 
the reward of labour is liberal, becomes manifest by 
the increased quantity of goods brought to market 
when prices continue encouraging. In London 
indeed, the high wages paid to some classes of 
workmen render them idle, it is aflSrmed, for nearly 
half their time. The dissolute manners prevalent 
among the lower classes in a great city, have an 
influence far beyond what can well be imagined, 
and the conduct of London workmen forms no valid 
objection to the general rule. The seductions in 
the . metropolis are not to be resisted even by the 
strictly disciplined military, and during time of peace 
the mortality among the troops stationed in London 
is said to exceed the proportion of that in the 
marching regiments, which in their turn are s^nt to 
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most unhealthy countries, and exposed to every 
vicissitude of climate. Much more considerable 
must be the effect among artisans placed under no 
discipline, and unused to exercise self-controul. 
The demoralizing influence of the poor laws re- 
presses those emotions which would otherwise arise 
in the breast; and so long as labourers are fami^ 
liarized to the sight of able-bodied men receiving 
jsupport from parish bounty, they will continue 
insensible to the misery of pauperism, and will 
probably allay apprehensions of future indigence by 
indulging in present sensuality. 

After a workman by diligence and good conduct 
has once acquired the favourable opinion of his 
master, there is every encouragement to perse- 
verance. The master of course will place greater 
reliance on the workman who possei^ses bis good 
opinion, than upon a stranger* The reliance placed 
on his good conduct exalts a workman in his own 
esteem, and he will likewise obtain in general the 
highest rate of wages. Although abuses of con- 
fidence sometimes occur, where reliance had 
been placed; yet a man, conscious of having de-^ 
servedly gained favour, must be less likely to swerve 
from the path of duty, than another who has no 
such encouragement to carefulness and fidelity. 

The inducement to industry becomes more power- 
ful from perseverance, as the. work which appeared 
difficult at first is rendered easy by practice. Per- 
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severance usually brings prosperity, and prosperity 
animates to further exertion. The workman \irho 
best pleases his master, obtains the most sig*nal 
proofs of his favour; and in seasons when employ- 
ment is difficult to be got, he who has conducted 
himself well, and executed his task skilfully, will 
surely be retained, when others are dismissed from 
their work. The master, for his own interest, will 
not part with a workman whase services are pre- 
eminently useful : there are frequent examples, in- 
deed, when the demand for goods was unusually 
languid, of masters haying continued their manu- 
facture for the sole purpose of keeping their most 
skilful workmen in full employment. 

Perseverance in industry is often proved by the 
long continuance of workmen in the service of the 
same master. This is to the convenience and ad- 
vantage of both. The master sees to what parti* 
cular kind of work the abilities of the workman are 
best suited. The workman knows the peculiar man- 
ner of executing his task, which is most agreeable to 
his master. When the desire mutually prevails of 
performing their respective duties to each other, both 
are benefited, and every motive to industry more 
directly influences their conduct. Masters are then 
somewhat relieved from care ; workmen are more 
happy; and the performance of their respective 
duties, independent of the pecuniary emolument it 
may bring, is its own reward. 
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ESSAY II. 



ON SECURITY TO PROPERTY. 



Whatever may be the education or the acquired 
habitudes of individuals, or however great their 
desire of advancement in station, it seems to be in- 
disputably certain, that few will apply themselves 
to industrious pursuits with any considerable de- 
gree of assiduity^ unless they have full copfidence 
that the reward of their labour is secure, and that 
they can preserve it at thdr own disposal. 

The establishment of the right of property is 
essential to the progress of civilization, and where 
no such right is acknowledged and maintained, 
barbarism and indigence will prevail. In several 
countries of the East, where despotic monarchs rule, 
the reward of his toil is not secured to the labourer, 
and the lives and properties of all classes of society 
are at the sole disposal of a tyrant. It seems to be 
impossible, under such circumstances, that there can 
exist adequate motives for industrious exertion, 
beyond what is necessary to obtain the means of or- 
dinary subsistence. No one will toil and patiently 
endure for the purpose of acquiring property, of 
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the enjoyment of which he is far from being* as- 
sured. Indeed, the possession of wealth would 
probably endanger the life of its owner, by exciting* 
the cupidity of his absolute master. In the capital 
of an absolute monarch, there generally exists, 
however, greater security for persons and property 
than under the petty tyrants who are appointed to 
rule over distant provinces. The present state of 
the Turkish dominions bears ample testimony to 
the justice of the preceding observations. Indi- 
viduals, who are not placed in public employments, 
suflfer but little from the oppression of the Sultan, 
or his ministers, at Constantinople ; but the rulers 
over remote pachalicks plunder all without dis- 
tinction. 

In every state of society the security of the lives 
and properties of individuals is held to be of the 
highest importance, and the greatest tyrants have 
generally thought it prudent to assign some plau-^ 
sible pretexts to palliate or excuse their violence and- 
spoliation. In times that may almost be called 
barbarous, some regulations were adopted for gene- 
ral security. Of this nature is the law of primo- 
geniture, by which the oldest son succeeds to the 
inheritance of a kingdom, and even of landed p]x>- 
perty. Had these been divided, the chiefs could 
not have afforded the same degree of protection 
to- their dependants, nor the sovereign to his 
Subjects. 



ESSAY II.] TO PROPERTY. 47 

In the feudal times, when private war was not 
infrequent; when the will or caprice of a neigh^ 
bouring baron became the law of the district over 
which his power extended ; and when the culti- 
vators of the soil were obliged to consult their safety 
by residing often in fortified towns ; property was 
insecure, and no great exertions of industry were 
made for its acquisition. The uncertain issue of 
war, leaving in doubt who would enjoy the benefit 
of improvements, prevented any of importance from 
being undertaken. In such times the well-secured 
position of Venice, and the powerful league of the 
Hanseatic towns, afforded an asylum to the indus-> 
trious, and protection to the wealthy. All the mo- 
tives for engaging in industrious pursuits, and all 
that self-interest, which strongly influences the con- 
duct of mankind, found there ample and free scope 
for action. 

Some writers have considered that the declension 
of the wealth of Spain was caused by the influx of 
the precious metals into that country, from her 
colonies in America, and by the prohibition of their 
re-exportation. These circumstances are said to 
have reduced the value of gold and silver in Spain^ 
and to have enhanced the money price of Spanish 
manufactures: this is no doubt correct. But the 
inferences from these premises; namely, that fo^ 
reign manufactures could then compete more sue-, 
cessfully than before, with the productions of na- 
tional industry in the Spanish markets, is altoge- 
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ther erroneous, as will satisfactorily be proved in 
a future Essay*. It is also affirmed, that the popu- 
lation of Spain was greatly diminished by nume- 
rous emigrations to the same colonies; on this point 
it is sufficient to observe, that had not the means of 
supporting the people been at the same time di- 
minished, the gap which emigration occasioned 
would soon have been filled up. An increase of 
population, equal in number to the emigrants, had 
been encouraged by a superabundant supply of the 
means of subsistence. It is, however, no difficult 
matter to point out the causes which brought about, 
and are fully adequate to account for, the declension 
of the wealth, the depopulation of the provinces, 
and the diminution of the industry of Spain. The 
des|iotic rule of the government, the establishment 
of the inquisition, and its increasing tyranny, ren- 
dered all property, and even life, insecure. 

The officers of the Spanish government in ge- 
neral, and those of the inquisition more especially, 
received with favour every secret, and every anony- 
mous accusation. In the result, accusation was al- 
most equal to conviction, for what innocence could 
prevail against the statements of witnesses, and the 
prepossessions of judges, all of whom were con- 
sidered to be the more meritorious in the estimation 
of their superiors, the more numerous the prisoners 
that were pronounced to be guilty? For inquisitors 

» Sec Essay VI. 
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frequently to agree in a sentence of complete ac- 
quittal would in some measure have been to declare 
their own incapacity^ or their own want of zeal. 
Judges so lenient, or so lukewarm in a cause 
deemed to be holy, might have incurred the risk of 
being suspected of the same crimes, which they 
could not discover in the conduct of the parties de- 
nounced by anonymous accusation. In no state of 
civilized society, where industry is extensive, and 
the exchange of its productions is daily carried on, 
can many men be found v^ithout having at some 
time excited envy, or rivalry, or enmity in the 

minds of others. By denouncing the object of these 

* 

evil passions anonymously, or in secret, the most 
malicious found an easy means of gratifying some 
of the worst dispositions of the human mind. So 
ready a mode of indulgence in revenge, or of relief 
in jealousy, was not likely to become obsolete, or of 
infrequent practice. Had no victims been found, 
none suspected of disloyalty, or of heresies; had 
those who were accused been frequently declared 
innocent J then the spies of government and of 
the Holy OflSce would have become useless, and 
their employment at an end. The gratification 
of the most malevolent passions once indulged, 
may be compared to that of ravenous beasts of prey, 
which are said to find delight in no other food after 
having once tasted of human flesh. The hoiTors of 
the inquisition can alone justify a comparison sa 
terrible to the human mind. In no country sub- 
jected to such a scourge as was this tribunal, worse, 
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at one period than a pestilence, could industry floib- 
rish ; and exposed as life and property were to de^ 
)»truction, it can occasion no surprise that wealth 
should decline, and population decrease. 

Such effects were, in all probability, never con- 
templated at the time of the establishment of the 
inquisition in Spain. The beginning of tyranny 
is similar to the commencement of all other 
crime; no one can assign its limits, and it usually 
continues to increase, until it ends in complete 
misery. Onei act of tyranny leads to another, and 
in many instances renderi? another necessary, until 
the oppression becomies quite insupportable. Nu- 
inerous bodies of spies, and of zealous fanatics, were 
engaged in supporting the inquisition ; the number 
was also considerable of those persons who had ac- 
tually obtained lucrative situations in the colonies, 
or were in expectation of similar appointments : all 
these, together with their families and adherents, 
united in giving support to the government, and 
promoted the submission of the Spanish people 
under the privation of their ancient freedom . Their 
spirit, however, was broken, and corruption gradually 
pervaded the mass of the higher orders in the state. 

The security of Tall governments is closely con- 
nected with the happiness of their subjects. Under 
the dukes of Burgundy the Flemish people were in 
general quiet and prosperous ; under the dominion 
of Spain, and of Austria, they frequently rebelled.- 
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The Dutch found the Spanish yoke too grievous to 
bear. At that period the tyrannical institutions in 
Spain had not endured long enough to cripple, effec- 
tually the power of the kingdom, and considering 
that the Spanish monarchy was yet in allits granU 
deur, whilst the Dutch possessed at first but very 
limited mesins of resistance, they have , probably 
displayed at no subsequent time so much energy of 
character as in the contest which secured their in-^ 
dependence. They seemed to be fully . aware of 
what dreadful fate awaited thepi, had their noble 
resistance to tyranny not beenattebded with success.. 
When freed from Spanish rule, Holland increased 
in population, industry, and wealth. The long con- 
tinued wars of the Dutch in India, their expeditions^ 
to Brazil, their colonies in Africa, in the Weist 
Indies, and in South America i the settlement of 
New York and of New Jersey,— -all did not depopu- 
late the United Netherlands': released fr6ra SpaiiisK 
thraldom, their prosperity rapidly advanced. 

For the full development of the motives to 
industry which arise in the human mind> more is 
required, however, than that tyranny should not 
^xist in the land; it is further necessary' tha( 
there be full protection to the industrious from 
internal commotions, arid from foreign violeiii!e; 
So long as the lowlands of Scotland were* exposed 
on the one side to invasions from the English bor- 
derers, and on the other to' forays 6f the Highlanc? 
clans, no motives for industry could there find en-' 
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couragement. After the whole island was united 

under one sovereign, a long period elapsed before 

Scotland enjoyed tranquillity, and until public 

order was completely established. The wars of the 

first Charles, of Cromwell, of the Covenanters, and 

the various attempts in favour of the exiled family 

of Stuart, kept the country in a disturbed state, and 

rendered the possession of property insecure. Since 

the last rebellion was suppressed, there are few, if 

there be any countries in Europe, which can exhibit^ 

in so short a period, such an improved contrast to 

their former condition. 

The most fertile and best cultivated provinces 
on the continent of Europe are exposed, on the 
breaking out of every general war, to the imminent 
risk of being pillaged and devastated by contending 
armies. Flanders, the banks of the Rhine, and the 
plains of Lombardy, are commonly the theatres 
upon which hostilities are most active. Exposed 
as such countries are to plunder and devastation, 
every body must there be disinclined to employ any 
great amount of property in those improvements^ 
which are liable to be destroyed in a moment, and 
thus to occasion the ruin of the owners. Through- 
out the whole of England the most expensive un- 
dertakings are entered upon without any hesita- 
tion, in regard to the safety of the property, from 
foreign or domestic attack. So universal is the 
confidence in the general security of property, that 
po one ever doubts of investing his whole sub- 
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Stance in what he is persuaded will yield him pro- 
portionate advantage. The only demur that arises 
m the employment of capital, proceeds from the 
doubt of deriving an adequate rate of profit. 

Purveyance, or the obligation of providing for 
the Sovereign and his attendants, when travelling 
to any part of the kingdom, was in former times 
the occasion of very great oppression to the people : 
from the inequality of the burden or tax upon one 
part of the community, it must have exposed all 
in their turn to the apprehension of being plun- 
dered of some of their property. In improved 
countries this oppression has in modem times been 
wholly removed. 

Copyright and patents are ostensibly granted for 
thie purpose of securing the property of authors, 
and of those who invent machinery of public utility. 
Both of these securities are considered by many 
people to be quite inadequate for the accomplish- 
ment of that general good for which they were 
intended, and in some instances to have produced 
much injury. 

Copyright vests in the author the property of his 
publication for fourteen years, and if living *at the 
end of that period, he retains the property for a 
second term of years of equal duration as the first ; 
should he survive the whole twenty-eight years, the 
property is continued to him for life. It is con- 
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tended that authors have as much right to the 
property of their . publications for a perpetuity, as 
can exist in the owner of any other kind of pro- 
perty. This argument has not been answered satis- 
factorily, and indeed its principle is recognized by 
the law securing the right in perpetuity to the 
Crown, and to the Universities of Oxford and Cam- 
bridge, for such literary property as they acquire. 
Under the pr^esent state of the law, authors of books, 
which embrace the topics of the day, or are alone 
calculated for a ^eedy sale, may be sufficiently en- 
couraged; But others, who devote nearly a whole 
life in preparing a book for the purpose of intro- 
ducing and perpetuating a new system, can expect 
no profit ; their families derive no benefit beyond 
the first term of fourteen years, should the author 
himself not survive. And in fourteen years a small 
number of persons only may become sensible of the 
importance of the publication ; the merit of its 
author will consequently receive no adequate remu- 
neration. In short, ephemeral publications are suffix 
ciently secured, whilst works of intrinsic merit are 
left almost without protection. 

The law requires every book to be entered at 
Stationers' Hall^ and the delivery of eleven copies 
for the use of public libraries, otherwise no copy- 
right is preserved. This tax seems burdensome, 
and it is proved that the publication of some valu- 
able works has been prevented in consequence. 
The law of copyright vs^as first applied for, and its 
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concession was intended as an encouragement to 
authors : but from some iegal decisions, justified 
perhaps by the letter, although contrary to the in- 
tentipn of the enactment, its original purpose is 
wholly perverted. Its avowed' design was to pro- 
mote learning; the effect is to prevent many 
authors from offering the result of their studies to 
the public. To remoye obstacles to the publication 
of valuable works, and to preserve enough of the 
old law to satisfy prejudices too commpn among 
legislators, it may be well to propose that authors 
retain *he property of their works for twenty -eight 
yearsj upon furbishing three copies ; one for each of 
the three kingdoms of Kngland, Scotland, and 
Ireland,: to be deposited in national collections. 

Patents secure by law the right of property in 
newdntentionsforj a number of years, upon con- 
dition of k^-spec|fi:€dition being enrolled, within a 
few months*- so Tthat the benefit of the invention 
may accrue to the public, when the patent has ex- 
pired. It is said that the fees on patents are too 
expensive, and in consequence that many useful 
inventions are never recorded, but perish at the 
death 6f the inventors. T<> this it is answered, that 
patents would becon^e sa numerous as tp prove a 
public iuconveniencq, were the e^p!ens(es on ob- 
taining, (iiemi'much diminijshed. Theset two ppir 
nions > might easily be reconciled in : practice. By 
establishing" two classes of patents ; the one as now 
regulated ; the other for a less nijmber of years^ tq 
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be conceded at half the present expense, some ad- 
vantage to the public would ensue. Several of the 
patents now taken out for fourteen years would 
most probably be required for the shorter term, and 
the more frequent expiration of the rights of pa-» 
tents must reduce the total number in force : thus 
would fewer inventions be lost to the public, when 
inventors could secure an exclusive privilege for 
perhaps ten years at a moderate expense. More 
serious objections to the recording of useful inven* 
tions seem to arise from the infringement of the 
rights of patentees, to which they are frequently 
exposed after publication of their plans. The in- 
fringement is sometimes made directly, and then 
the claim of the patentees to priority of invention is 
usually disputed. Sometimes indirectly, and in 
such cases some trivial change is adopted, to secure 
the pirates from the consequences of an action at 
la\^'. These impediments to the promulgation of 
useful inventions, require a remedy from the legis- 
lature. 

A great act of oppression is practised on the 
{)eople, when Government neglects one of its chief 
duties ; that of maintaining the impartial adminis- 
tration of justice. The enforcement of right and 
remedy of wrong, when easily obtainable, consti- 
tute the best securities to the industrious. It is 
true that, in all civilized countries, indiscriminate 
oppression, by the mal-administration of justice in 
civil causes, is not practised openly. There is 
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little doubt, however, that under foreign govern- 
ments many individuals are now and then deprived 
of a portion of their property by the corruption or 
secret bribery of the Judges. Whilst the salaries 
or public emoluments allowed to Judges are by no 
means commensurate with the expenses of persons 
in a middle rank of life, the practice of bribery 
will almost unavoidably prevail, and justice is 
sold to the highest bidder. This seems to be fre- 
quently the case under some governments on the 
Continent of Europe and in South America, yet 
in all these countries there are likewise many in- 
dividuals injudicial stations who have virtue suffi* 
cient to resist that temptation, which proves too 
powerful for their colleagues. To enable a Judge 
wholly to withstand every species of bribery, when 
his salary is altogether inadequate to maintain aii 
appearance of the respectability becoming his sta- 
tion, he must possess some private revenue of his 
own. So long as the people entertain doubts of 
justice being administered with impartiality, their 
progress in industry is greatly retarded. 

It may be supposed that the various interests of 
mankind come most frequently into collision, and 
consequently that law-suits will abound the most 
in wealthy countries, and where commerce is the 
most extensive. This inference is found to be 
erroneous. Law-suits are most numerous where 
the result is attended with the greatest uncer- 
tainty. The doubts and quibbles of the law are 
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like the chaaces of a lottery, which lead men to ad- 
yenture,. although the calculations may be greatly 
against a prosperous issue. Confidence in the 
justice of his claim induces au individual to com- 
mence a law-suit. His adversary mighty in ordi-^ 
nary ciiicumstances^ incline to yield to the fairness 
of the claimant's demands, or to offer in lieu of 
them some reasonable compensation. But when 
the ' purity of the^ Judges is doubtful, he nciay 
possibly trust to his own influence with them, or 
perhaps, to, the influence of his friends; he may even 
consider . that it is always practicable to succeed ulti- 
mately, by purchasing a decision in his favour. All 
these €onsiderati(Mis will now and then prevent a 
just settlement of the dispute at its commencement ; 
but when the passions are once engaged in the 
causey resistance is continued, although the party 
in the wrong may have no othfir hopes of success 
than what arise from an over-rated confidence in 
his own good fortune. 

The simplification of the laws, and of the mode 
of their administration, urgently demands the atten- 
tion of every government, and in, England of late 
these desirable improvements in. the criminal law 
have; happily engaged the care of many distin- 
guished individuals, and of more than one of the 
Ministers of State. From uncertainty in the crimi- 
nal law, and from the superabundance of technicaL 
forms in its administration, many jchance& of escape 
an& offered to the most practised iiffanders, and ac- 



B^SAY II.] TO PROPERTY. fl& 

cordingly there is 1 ess protection iaBFoxded than if 
the punishment of the guilty were more certain. 
The punishment too being in a great degree unde- 
termined, and left too much to .the discretion of the 
Judge, deters many injured parties from prose- 
cuting the guilty, lest a more severe fate should 
await him than the prosecutors had ever con- 
tem|>lated. 

One of the greatest improvements would per- 
haps be accomplished, were the law to award fixed 
punishments for crime in its different degrees: 
Juries would then inquire if the crime were of a 
slight or an atrocious character, and whether it 
were accompanied by circumstances which palliated 
or aggravated the guilt.' The verdict would ao* 
cordingly determine whether the accused were in-' 
nocent^ or culpabte in a first, second, or third 
degree; then punishment should instantly be de-i 
termined by law, unless where the Judge inter- 
posed the mercy of the crown. From punishment 
being fixed, and its allotment immediate, the law 
must prove a greater terror to evil doers. 

In causes of a civil nature, great uncertainty in 
the lawj even where justice is impartially adminis- 
tered, will encourage litigation, as if the judges 
were corrupt, although the effect may 'not be the 
same in degree. Owing to their great uncertainty^ 
the laws of Great Britain appe^ to be not a^ little 
defective: Their" application tq particular cases, ii^ 
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frequently involved in the utmost doubt. Appeals 
to courts of justice are often made, which greater 
clearness in the law would have rendered unneces^ 
sary. The technical forms apppear in numerous 
cases to be quite absurd, yet they have occasionally 
defeated the most just claims. Few persons, who 
conduct important business, will act in circum- 
stances that are not of common occurrence, without 
first consulting their legal adviser. This operates 
as a tax upon industry, and after the tax has been 
paid, it often happens that first doubts still remain, 
for the best legal advice is not seldom undecided. 
The great delay, and excessive expense, in suits of 
equity, are also oppressive to the people. It is a 
serious impediment to the ready transfer of several 
kinds of property, that defects or quibbles in the 
law wiH sometimes render the possession insecure of 
what has duly been paid for, and to all appearance 
legally obtained. 

The number of laws when excessive becomes a 
grievance. Certain it is, that new occurrences in 
the affairs of mankind, and changes in their modes 
of feeling and acting, will continually arise; these 
require new laws, to provide against what could not 
be foreseen. It is however equally true, that legis- 
lators are too much inclined to intermeddle with 
matters which ought to be let alone, and that 
they do not attend sufficiently to clearness, consis- 
tency, and brevity in their enactments. The 
English people may complain that the laws are too 
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numerous, and their application is so dubious, that 
individuals sometimes transgress unwarily ; that 
the administration of some branches of the law and 
of equity is too dilatory and too expensive, affording 
means easily available to such as desire to procras- 
tinate a settlement, and to tire out their adversary : 
further, that when all due care is taken to obtain 
legal titles upon the transfer of property, there 
occasionally remains an uncertainty, if the purchaser 
be secure in his acquisition. These defects might 
in some degree be remedied, perhaps not altogether. 
Yet in legislation and in administering justice, every 
good government will, for its own honor and safety, 
be anxiously desirous to promote the welfare of the 
people. 

By the prices paid for an interest in the funded 
debts of different governments, there is made ma- 
nifest the great importance which mankind attach 
to the security of property. Of the Spanish debt 
the price is so much reduced as to shew the general 
opinion entertained of its being desperate. The 
bonds of some of the new governments in South 
America appear to be in a state almost equally 
hopeless. 

The payment of national debts, and of the annui-* 
ties or dividends which become due on them, can- 
not of course be enforced by individuals. The 
hopes of the creditors rest upon the pledged faith of 
the respective governments, and upon a persuasion 
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that their rulers will attend to the national honor; 
It is probable that the first general war will deprive 
the greater part of these obligations of all value, 
and consequently occasion much distress and cala- 
mity to the least wealthy of the holders. 

M 

n 

Although the price of these debts or obligations 
of payment makes manifest the impidrtance which 
creditors attach to the supposed security ; yet \ve 
may extend^ our view much farther, and safely 
affirm, that unless full security had, in some coun- 
tries, been afforded to encourage the accumulation 
of wealth, there would have existed no superabun- 
dant property so to be employed. It is only where 
the most ample security is afforded, that extensive 
property will be accumulated. 

Security to persons and to propierty is the ulti- 
mate object and end of the institution of govern- 
ment. Unless this be kept constantly in view, the 
motive for conceding authority to public officers is 
misunderstood. The happiness of the people is 
often said to be the object of our constitution. 
The people will take sufficient care of their 
own happiness, if they enjoy full security them- 
selves, and remain free from all restraints that are 
not absolutely necessary for the security of the per- 
sons and property of other parties. The loss of 
liberty is another pame fdr plstcfng* p^r^^oris and 
property at the^ ^bi^lute disposal of officers in 
authority, or for fettering the actions of th6 
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governed with iihnecessary restraints. The main- 
tenance of full security is the only good reason, 
which can ultimately be assigned for keeping np 
all civil and miilitary establishments. It is also the 
only just motive for engaging in war. For the 
same object of security, all classes of society, who 
have an interest in the welfare of the state, are 
ready to make the greatest sacrifices. 

By security to persons and property it is not h6r6 
meant alone, that the people should be free from 
arbitrary itaprisonment, and the opulent' &§sur6d^6f 
thei full enjoyment and use of their wealth. Th6 
propierty of the labourer is vested hi hi^' natitral 
ability to earn wages; as mtich as is the Wealth of 
the'greeft landed* propriettor in his estate; the one is 
equally entitled to- th^ free arid secure use of his owrf^ 
as is the other party. It is notwithsanding capable 
of proof, that the r^V y^age^ of labour are greatly 
diminish^, sLnd that the enjoyments of labourers 
are, touch restricti^d by thfe Wtifici^l enhatieement of 
the price of food. The law, by which the quantity 
of food brought to market must necessarily be li- 
mited, and its price in consequence augmented, 
proves in truth a privation of the property which 
the labourer ought to possess in his wages. These 
nature and reason assign to him as his own, and the 
preservation of his property is dictated by all justice 
and equity. 

An opinion prevails that wages are augmented in 
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consequence of the taxation and the expenses which 
labourers are compelled to defray. This opinion is 
altogether erroneous. A humane master will not 
indeed offer lower wages, than what are adequate 
to provide necessaries for the labourer : but when 
the price of finished work does not admit of such 
wages being paid, then labourers cannot be employed 
in preparing it. The price of the produce of labour 
determines the rate of wages, and every law which 
deprives labourers in general of the means of con- 
suming conveniences (as does the high price of food) 
deprives many workmen of employment who usu- 
ally provide these conveniences. The law which 
maintains the price of food at a high rate, takes 
away from labourers that security in the property of 
wages to which they are fairly entitled. Under a 
mistaken notion, that labourers can remunerate 
themselves by an increase of wages, their enjoy- 
ments have been taxed, and the price of food has 
been enhanced in an oppressive degree. These 
burdens the labourers are no longer able to bear.. 
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ON IMPROVEMENTS IN THE PRODUCTIVE 

POWERS OF liABOUR. 



In Adam Smith's celebrated Inquiry into the Nature 
and Causes of the Wealth of Nations, several of the 
greatest improvements in the productive powers of 
labour are pointed out, and the instances in which its 
skilful application is most conspicuous, are there 
considered to have been the effect of the division 
of labour. " The great increase in the quantity of 
" work, which, in consequence of the division of 
'* labour, the same number of people are capable of 
" performing, is owing to three different circum- 
** stances ; first, the increase of dexterity in every 
" particular workman ; secondly, to the saving of 
'* time which is commonly lost in passing from one 
^' species of work to another; and thirdly, to the 
« invention of a great number of machines, which 
** facilitate and abridge labour, and enable one man 
" to do the work of many." 

" First, the improvement of the dexterity of the 
*' workman necessarily increases the quantity of 
*' work which he can perform; the division of 

F 
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" labour, by reducing every man's business to some 
*' one simple operation, and by making this opera- 
" tion the sole employment of his life, necessarily 
" increases very much the dexterity of the work- 
** man." The instance most commonly adduced, 
in order to exemplify this improved dexterity, is the 
manufacture of pins. In it the workmen are usu- 
ally collected all in one manufactory, and the various 
operations which every one of them performs, can 
be reduced to the greatest simplicity. The im- 
proved dexterity of the workmen is coniS^qtieritly 
more obvious and striking than in most other arts 
and manufactures. Yet in all of these where the 
division of labour can be fully Introduced, the effects 
aire exactly similar and uniformly increase its pro- 
ductive powers. In consequence of this division of 
employments too, all labour is performed with a 
less degree of fatigue to the workmen; a circum- 
stance which can easily be verified by every body in 
the common operatioii of writing. To those who 
are not accustomed to use the pen oftfener than once 
or twice in the week, it is tiresome to copy more 
than one or two sheets of paper in immediate suc- 
cession; whilst others, who gain a livelihood by 
this employment, and are cbnsequently in the con- 
stant practice of writing, can copy ten times as 
much without being at all tired with the per- 
formance. 

The operations of the mind too, when constantly 
directed to objects of one kind, are performed with 



far greater rapidity, tfean can well \ie \\o^g\n^^ h^ 
tbo$e who have nev/er noticed tbef^ijQt. ,^,<jierk or 
s^retary to the French aipbapsadpr \\\ ^ndp)i, ^^^p 
is engaged in. making out pa8spoi:ts during a^gr^^t 
part of his tirpe, ,wiU observe an4.fie^crit)e.^hi& fea- 
tures and general peculiarities in t^e appqarai^ce .^f 
the. applicau/ts, quite as fs^t n^ pg^pM other jj^^iyi- 
dmuls could write th^mpn paper : ttM;^ People -W^^p 
are not accustomed to regard tiie p^erspi^ £^pp€^9.rr 
ance of others with so much attention, could not 
perform one tenth, perhaps npt a t%F^fttieth part of 
the.diity in tjiie same time. 

."^Sepondly, the advantage whi^h.is gair\^ yby 
".saving the tji^e that is commpnly lost^jiji p^si^ipg 
"from one;Sort of work to anptJ^er,, 13 jpuch, gji^eater 
'Mib^n at first view we shoul4Jbe^ 9|>y;p imagine jt." 
It is not usu^l for a lab^ur^r top^is^ v§cyj;j^iQkly 
fr>6ftii one. kind pf emplpyua^nt to another,, ^jipeciajly 
if carried pn in a diir^reQt place ,ai;Md ,xYitJh.4iflfe^^Jat 
tools. ,He generally sau^t^s ,a lit|;ie. -fefis p?i|id 
requires to be engaged as well as Jiis linabs ip:l>he 
work he is about to commence, and it usually takes 
same little time to fix and direct , the aAt^ntion to 
whatever new objects. ;we njay desire , tp apply, py r- 
selves. In Glasgow, wh^rethe weavii^giof mwisJips 
of fency patterns js carj*ied on ,;to a coijusidexs^Ule 
^xjteot, j;he Qpmmpn pracj^ice obtains of paying the 
w«ayer,..whojs em ployed iu the fajbric pf a patten 
entirely ..new, an^dditioaal rate per, yard beypod 
the^iUsuaLjyages. iTGhis . more . than oiulinary. pay-* 
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ment is somewhat diminished when he becomes a 
little accustomed to the particular style of work, 
and in a short time the price of weaving the new 
pattern falls to the same rate as is paid for weaving 
others of the oldest and mast common style. The 
weaver becomes equally dexterous, and loses no 
more time in applying to what was the new pattern, 
than in fabricating any other to which he had pre- 
viously been accustomed. 



" The habit of sauntering and of indolent care- 
'* less application, which is naturally, or rather 
^^ necessarily acquired by every country workman, 
'' who is obliged to change his work and his tools 
" every half hour, and to apply his hand in twenty 
*' different ways almost every day of his life, ren- 
** ders him almost always slothful and lazy, and 
*' incapable of any vigorous application even on 
" the most pressing occasions. This cause alone, 
independent of his deficiency in point of dex- 
terity, must always reduce considerably the quan- 
tity of work which he is capable of performing.*' 



it 






Thirdly, every body must be sensible how much 
labour is facilitated and abridged by the appli- 
cation of proper machinery." To specify ex- 
amples of this must be regarded as unnecessary. 
The spinning and weaving by machinery of cotton 
wool, and of flax, must produce a great deal more 
calico and linen cloth than could be effected by 
manual labour alone. The yarn, too, when spun hy 
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machinery, is more equal, and the cloth produced 
from this kind of yarn, when woven by machinery, 
is more uniform in its texture than other yarn and 
other cloth not so fabricated. Cloth, when woven 
by the power of steam, is improved in its appear- 
ance, and in its utility for the purposes of printing. 
The division of labour has doubtless led to the in- 
vention of much of the machinery now in use. 
Men are far more likely to find out easier and 
readier methods of attaining any one object, when 
their minds are directed towards it exclusively, than 
when their attention is dissipated among a great va- 
riety of things. Many inventions of machinery, and 
many discoveries of the best methods of employing 
the natural agents of fire and water, have also been 
efiected by the makers of machinery. Similar in- 
ventions and discoveries have likewise resulted from 
the inquiries of men of genius, some of whom apply 
for amusement occasionally to mechanical and the 
like pursuits, whilst others derive a livelihood from 
these occupations. The discovery of the various 
modes of employing steam and other gases, the in- 
vention and numerous improvements of the steam 
engine, with all its various applications to useful 
purposes, have, in a great degree, proceeded from 
the circumstance of the attention of a considerable 
number of persons, in difierent ranks and stations, 
being directed towards improvements in machinery. 

The division of labour is necessarily limited by 
the extent of demand for its produce. Were only -^ 
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few pins required from the makers, the frequently 
ntyfic^d dTtision of labour in this particular manu- 
facture could not take place. In those inls(tanced 
alohe wh^r6 the demand is extensive for the pip6- 
duc6 of any parti culiar kind of labour, can it be 
greatly subdivided. The Constailcy of the demand 
f6r the produce of labour likewise makes its divi- 
sion toore practicable. Were there no purchasers 
6f woollen manufactures except at the season of the 
year when they are most in use, a great number of 
persbns employed in their fabric would be obliged on 
the approach 6T su'rariier to change their occupationif . 
Where many traders ate established, who are ready 
at all times to purchase the produce of labour, with 
ah intentioh 6f selling it again t6 the consumers Bi 
they require it ; a great deal of time is saved to 
the farmers and manufacturers, who would other- 
v^ise be necessitated to go in search of the buyers 
of their respective conamodities. Such dealers too^ 
who^biiy with a view to future sale and distributioh^ 
arfe usually more attentive to the preservation of the 
different articles in which they trade, than farmers 
ahd manufacturers can be, whose attention is cdm- 
iiiorily engaged in a variety of other objects. 

lii Islrge tdwns the division of labour can be in- 
trddiiced to a far grfeater extent than in small villages^ 
biecatise in the formfer there exists a tiuch more en- 
larged demand for the produce of labour. A part of 
the labour of one individual might suffice toprodtice 
the whote quantity of ahy particular commodity 
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which the iul^abitants of a small village had occa- 
sion for, and consequently, in ocder to gain the 
necessary means of living, he must employ the 
remainder of his time in some other occupation. 
As the division of labour is usually practicable to 
the greatest extent in large towns, workmen are 
there enabled to supply, goods of better quality and 
at less expense, in particular occupations, than where 
labour cannot be equally subdivided^ When work 
is better in quality, or more dexterously finished, it 
will secure a preference among purchasers. They 
ar^ witting to give an equal, or even a greater price, 
fofs the produce of labour in large towns than for 
what is provided elsewhere of a less desirable qua- 
lity; and the wages of workmen advance as the 
demand for the produce of their labour is augmented. 
Under ordinary circumstances, the price of well 
finished and of inferior work cannot long continue 
equal. The best workmanship will secure the best 
price, and the augmentation of the price of the 
produce of labour is then appropriated to add to the 
wages of the workmen who display superior dex- 
terity. An increased rate of wages in^ the towns 
attracts many workmen from the country, but the 
most dexterous alone will readily find en^ployment. 
The unskilful cannot compete successfully with 
such as have already acquired that degree of per- 
fection whidi the sqbdivision of labour promotes. 
By subdivision of labour, and consequent augmen- 
tation of wages, the increase of population in towns 
is greatly accelerated. 
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Even in towns of some mag^nitude, the employ- 
ment of people in particular trades must always 
depend upon circumstances. In towns of commer- 
cial importance, for example, there may be room for 
the trade of a broker, who is the medium of inter- 
course between the seller and the buyer of goods 
in large quantities. At Manchester there are many 
brokers engaged in finding purchasers of the raw 
material of cotton wool, as well as in buying the 
calicoes when manufactured. At Liverpool there 
are yet a greater number of brokers, who facilitate 
the sales as well of cotton wool as of other foreigti 
productions. Owing to the great extent of their 
business, several have acquired considerable wealth 
by the moderate remuneration of ten shillings on 
every hundred pounds of the value, from the buyer 
and seller of goods. There is no employment, pro- 
bably, for even one such broker at Dover or at 
Portsmouth, as well as in several other towns of 
equal population. 

Notwithstanding the extensive t)usiness of the 
merchants of Liverpool with others resident abroad^ 
there is not sufficient employment even in that 
town adequate to the maintenance of an exchange 
broker, that is, of one who negociates the purchase 
and sale of bills of exchange, drawn upon mer- 
cantile establishments in foreign countries. London 
being by far the most extensive market for these 
bills, has attracted to itself the whole business of 
foreign exchanges in Great Britajp With the most 
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trivial exception, all the bills drawn in this country, 
and even in Ireland, upon merchants out of the 
United Kingdom^ are transmitted to London for 
negociation. Here there are many exchange- 
brokers, who have no other pursuit than the nego- 
ciation of bills. Should there exist such a busi- 
ness in a country town, although it were of no 
small commercial importance, a broker would 
necessarily be obliged to make a considerable 
charge for his trouble?, in order to gain a livelihood 
by a trade of so limited an extent: in London, 
a broker is adequately remunerated by his mo- 
derate and customary charge of two shillings on 
the hundred pounds, which he receives from the 
buyer and seller of the bills. The remuneration of 
discount brokers is yet far more moderate. Did no 
brokers of any kind exist, a great part of a mer- 
chant's time must be occupied in finding out the 
parties inclined to buy what he wanted to dispose 
of, or to sell what he desired to purchase : but as 
both buyers and sellers now apply to brokers, and 
acquaint them with the terms upon which they are 
willing to treat, a great part of the merchant's 
time is saved; each other's wants are more readily 
and more accurately ascertained, and all mercan- 
tile transactions are in consequence much facili- 
tated. 

In particular employments too, the division of 
labour can be carried to a much grater extent than 
in others : in manufactures, for example, than in 
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agriculture, aud in some kinds of manufitcture more 
than in others. Although the improvements in the 
productive powers of labour hAve been carried to a 
feif greater extent in manufactures than in agri- 
culture, yet in consequence of improvements in 
one branch of industry^ an important benefit has 
lesulted to all employed in both pursuits. In the 
progress of improvement, the agriculturists ob-t 
tained tn exchange for the same quantity of the 
prodsuce of the soil an increased quantity of ma^ 
out&etures* In like manner the manufacturers* 
after allotting a sufficiency of the produce of their 
industry to procure those necessaries of life which 
they required, were further enabled to consume a 
greaiter portion than formerly of the produce of the 
labour of each other. Considered in another point 
of view, the improvements in manufactures have 
led to others in agriculture : a few enterprisingf 
men who are successful in one pursuit, will com- 
monly excite a general emulation among the other 
members of society, and consequently all branches 
of industry receive an impulse which is attended 
with the most beneficial results to the community. 

It would appear that the division of labour 
can be introduced in some degree into the prac- 
tice of agriculture, and that even in it the ef- 
fects of the want of a due distribution of employ- 
ments are evident to the accurate observer. In 
Mr. Jacob's work, before mentioned, as treating' 
of the agriculture of Germany, &c. he states, when 
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irritittg" collectively tf the three Westphatian pro- 
vineeflrof Prfissia and the bishoplieof Osnaburg^h, 
thart; the far greater part of them is divicfed into 
sMiiaU farms^ the occupiers^ of which reside toge- 
ther in considerable ▼Ullages ; the medium extent of 
the ftstim does not exceed, if it reaches to ^o moch 
9L» forty acres. ** In sticb a state of things the 
" ^ifvrsion- ef labour can scarcely take place, and 
" the tebbur be all productively applied. There are 
many ^asonis when such farads can afford no oecn^ 
pafiom to those who are established upon them^ 
^' their neighbours beings in the same state : as na 
" empioyment can be obtained in any other way^ 
*^ much titcie, and consequently much labour,, must 
" be thus lost." 

Although the di visicm of labour miiy not be 
fully intt^uced infta agriculture, or in other em-» 
ployments, yet the frequent practice of any one 
peculiar kind of industry confers a facility, and a 
degree of knowledge in the performance of it, which 
is not otherwise acquired. In Russia and in the 
Netherlands the agriculturists have long been in 
the practice of growing flax, and of preparing it 
for a foreign market. The soil and climate of Scot- 
land are considered farourable to this especial cuU 
ttffe, and at the period when rents were low, and 
when other kinds of agricultural produce afforded 
no great profits to the farmers, the society for en- 
couraging agricidture^ &c. in Scotland, offered 
considerable bounties on the growth of flax; yet 
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it was never cultivated on an extensive scale^ and 
now it is almost wholly abandoned. The cul- 
ture of flax has been more successfully carried on in 
Ireland, but not equally so as in Holland and 
Flanders. In like manner, the frequent practice of 
the herring" fishery gave for a long time to the 
Dutch particular facilities and dexterity in the catch- 
ing* and curing of herrings. Notwithstanding that 
the distance from their coasts, at which the her- 
ring fishery is carried on, must place them under 
some disadvantage, they prosecute it with more 
succass than any other people. But in neither of 
the occupations above-mentioned is the division of 
labour complete. The Russian and the Belgic 
farmers cultivate other produce than flax, when a 
different cultivation promises greater advantag'e. 
The Dutch fishermen, too, follow other maritime oc- 
cupations, when the season for taking herrings has 
expired. 

The South of France, and a considerable part of 
Spain and Portugal, are supposed to^ be equally 
vrell situated for the cultivation of mulberry trees, 
for the rearing the silk worm, and for the pre- 
paration of silk, as is Italy. Owing to the long* 
practice of the inhabitants of the latter country 
in this particular branch of industry, they have 
acquired a superiority, and it is from Italy that the 
rest of Europe receives its chief supplies of this 
valuable material of manufacture. In the United 
States of North America the production of silk was 
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at one time an object of great attention ; but from 
want of practice, and from want of sufficient perse- 
verance to acquire knowledije and dexterity, the 
attempts made to rear the silkworm were wholly 
unsuccessful. In Bengal much diligence has of 
late years been used to improve the quality of the 
silk, and the result fully equals the most sanguine 
expectations. Yet there remains much to be done. 

So much dexterity is acquired by the harpooners 
who are accustomed to proceed to the whale-fisheries 
at Greenland and Davis' Straits, that unless a cer- 
tain number of them be on board, it would most 
likely prove an unprosperous adventure to send a 
ship to those fisheries. In time of war, when the 
British Government has experienced the most urgent 
want of seamen, the harpooners uniformly receive 
protections from impressment, because their pre- 
sence at the fisheries is well known to be indis- 
pensible to success. They are, however, occupied 
only a part of the year in the particular employ- 
ment where they acquire so much dexterity. 

Particular situations, also, are highly favorable to 
the improvement of the productive powers of in- 
dustry. Where coal is so abundant, and easily ob- 
tainable, that it can be purchased at small expense, 
manufactures grow up and flourish, if the expres- 
sion may be allowed, with greater luxuriance than 
in districts not so cheaply supplied with this useful 
mineral. There is scarcely one of the principal 
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manufacturing districts in Great Britoin, which is 
situated at any great distance from abundaxit coal 
mines. Without a plentiful and cheap supply tif 
coaly much of the machinery put into action by the 
power of steam^ could not be employed, ^treamis 
of water, it is true^ may sometimes be directed so as 
to afford the power required for moving consider- 
able machinery ; but their application can never be 
so extensive as that of the power of steam. The 
continued supply of water^ too, is uncertain in seasons 
of great drought. During the tini^e of adeficieiit 
supply of watery not only would the owner of ma- 
chinery lose all advant^e usually .accrMing fro^ft 
>ts employment, but the machiiiery itself might 
sustain no small detriment, from not being almost 
constantly kept in action. 

Those situations which are near to the sea-coast, 
4>r.to navigable rivers, will commonly be selected. as 
seats of industry. All facilities of conveyance, and 
more, especially the saving of expense in that by 
water, extend the market for every kind of produce. 
By saving in the expense of conveying goods to 
marketi the cost price is diminished at which the 
js^pply can be afforded. In consequence of this 
^ice being (lower, the capitalists, and labourers, who 
j^ovide the ^goods,^ would at first be better r<^<warded 
Jthan formerly. More labour , and. probably a part 
of that which became .sviperfluous,, in the carriage 
<to market, would ^on be applied jto the produc- 
rtion of . goods. The quantity sent to market i^ill 
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consequetttly be increased ; ihe price of those, in 
which the expense 6f carriage has been the most 
diminished, will speedily fall to the rate whidi 
would afford no more than the ordinary or average 
wages and profit current in other employments t 
but as every body could in consequence obtain, tft 
exchange for his power of purchasing §"0088, a 
greater quantity of several kinds than before, the 
comforts ^{ the whole community are extendefl 
accordingly. 

Improvements in the conveyance of %oods to 
market are exactly of the same nature, and have 
the same result as every other improvement in the 
productive powers of industry. Good roads, navi- 
gable rivers, anfd canals, are consequently of the 
greatest importance, and ■ fduch extend the market 
for ail flati<3toal » produce in *^eir neighbourhood* 
Wi tbcrot nit ural iacilities » in carriage, many eoun- 
tries wotrid have remained in^a state cmnparativfely 
nncultivattsd. The nromerotis riversTnthe^ United 
States ^of North America* have greatly promoted 
the cultivation of- their territory. 

Scrme of the greatest rivers in 'Europe flow 
through the territories of different states, which 
sometimes place impediments to the free passage of 
merchandize,* and the navigation is therefore of little 
utility in comparison to what wotiM result, if the 
whole course were possessed by one government. 
The banks of the Rhine; theElbe, and #ie?Danube, 
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respectively belong to diflFerent sovereign powers^ 
and the chief benefits of the navigation can be en- 
joyed by those countries alone where the riveris enter 
the sea. The great rivers which flow into the Baltic 
sea, from being frozen, are nearly useless for a third 
part of the year, and the benefits which would 
otherwise be derived from them, to the fertile 
countries in the neighbourhood, are greatly li- 
mited. When a river is divided near its con- 
fluence with the sea into a great number of navi- 
gable canals, like the Nile and the Ganges, or like 
the Rhine and the Maese in Holland, the advan- 
tages arising from the navigation are greatly ex- 
tended. 

There are no roads in several of the provinces of 
Brazil; and it is by means of navigable rivers alone 
that most of the productions in the interior are 
brought to the towns on the coast, as the places of 
shipment for Europe. Without the facilities of 
transport from the interior which the rivers aflFord, 
cultivation could not have proceeded in many dis- 
tricts far remote from the sea coast. The sugars of 
Brazil supply at present nearly the whole of the 
consumption of Portugal, and form no inconsider- 
able part of the supplies received by other markets 
on the continent of Europe. Were there no navi- 
gable rivers in Brazil, the supply of these sugars 
would certainly be far more limited ; indeed the 
great expense of land carriage might, perhaps, 
have wholly prevented the cultivation of the sugar 
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cane in that country. Upon this supposition, the 
supply of sugar would be less abundant in Europe, 
and the price somewhat higher ; consequently the 
enjoyment of this convenience or luxury must have 
been placed out of the feach of many of the present 
consumers. 

The like reasoning applies to most of the other 
productions of Brazil. Several rivers in that coun- 
try are yet but imperfectly explored ; some are not 
navigable from impediments of nature, which might . 
be removed without difficulty ; others, from the 
banks being in possession of tribes of uncivilized 
Indians. The inattention of the Brazilian govern- 
ment to facilitate inland navigation is equally mani- 
fest and reprehensible. 

As the liberal reward of labour contributes 
to increase the market for its various produc- 
tions, so it encourages workmen to greater acti- 
vity, and stimulates them generally to augment the 
produce of their industry. As stated in the last- 
chapter, this liberal reward often increases diligence; 
it may further be affirmed that it promotes dex- 
terity, and makes workmen more desirous of invent- 
ing every kind of machinery that will add to the 
productive powers of labour. 

The extension of knowledge, by making work- 
men better acquainted with the nature of their par- 
ticular occupations, and with the true causes of many 

6 
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diiEsrent effects that are every day evideot, also 
facilitates the invention of machinery for abridg- 
ing' labour, as well as for improving the quality 
of its produce. In another point of view the acqui- 
sition of knowledge in highly beneficial to work- 
men, as it will induce them to apply their wages to 
rational purposes, rather than to squander them 
away in a miinner which occasions subsequent re- 
gret. From misappropriation, high wages prove 
sometimes not a benefit, but rather an occasion of 
misfortune to the labourer. 

The extension of knowledge, and an increased 
activity, have produced effects most conspicuous id 
navigation. Voyages to the most distant comitries, 
which were formerly regarded with admiration, are 
now of common occurrence. The coasting trade 
is equally improved, although the improvements 
may not be so obvious to the notice of the public. 
A badly navigated vessel, and but ill provided with, 
maritime stores, would, about fifty years, ago, make 
two voyages annually from a port on the eastern 
coast, of Scotland to London, ^nd return: now, a 
well-appointed smack will easily make twelve, and 
in some years, fifteen or sixteen of these voyag'es. 
The shipmasters too become as it were, perfect 
pilots on the coast where they are continually 
passing, and consequently the navigation is now 
co^ylucted : with greater safety than heretofore. 

It is furthei-tobe obsened, that whei-e theindus- 
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trious members of the community are kept in a 
state of great dependence, they do not exert them- 
selves with the same degree of energy, as where 
they are more free from controul or subjection. In 
villages and small towns, where the industrious 
occasionally depend for employment upon the cus- 
tom, or upon the caprice of a few great families, 
it may be seen that they are more occupied in minis- 
tering to the pride of others, than in improving 
their own business. Even in countries where the 
right of property is seldom or never invaded, yet if 
the sovereign power be without controul, there is 
wanting that energy in the people, and that enter- 
prize in their pursuits; which distinguish the abodes 
of freedom, and animate industry in the imptoye^ 
ment of its productive powers. 
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ESSAY IV. 



ON CURRENCY IN GENERAL, AND PARTICU- 
LARLY ON COIN. 



When mankind began tx) follow different occu- 
pations, and had made some progress in supplying 
reciprocally each other's wants, they must have 
found it extremely inconvenient to effect directly 
by barter the exchange of one kind of goods for 
another. A great deal of time must have been 
lost in finding out the parties who wished to dispose 
of the commodities required, and who were also 
willing to receive in exchange what the intended 
purchasers had to offer. A great deal more time 
would be lost in settling the total quantity of one 
of the commodities to be given or received, and the 
proportionate value which they bore to each other. 
The divisiou of labour could scarcely go on, and 
the progress of industry must necessarily have been 
greatly retarded, until some medium was dis- 
covered, by which the exchanges of the different 
productions of labour for each other might be fa- 
cilitated. 
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Even the rudest nations seem to have felt the 
want of such a medium of exchange, and used 
various articles to supply it. In the travels of Cap- 
tains Lewis and Clarke, across the American con- 
tinent before noticed, they state* that blue beads 
" are temptations which always seduce them (the 
" Indians on the river Columbia,) to part with 
" their most valuable effects. Indeed, if the ex- 
" ample of civilized life did not completely vindi- 
" cate their choice, we might well wonder at their 
" infatuated attachment to a bauble In itself so 
" worthless. Yet these beads are quite as reason- 
" able objects of research as the precious metals, 
" since they are at once beautiful ornaments of the 
" person, and the great circulating medium of 
" trade with all the nations on the Columbia." 

When metals were once introduced to serve 
as a medium of exchangej their superior fit- 
ness for the purpose obtained for them a decided 
preference. Among rude and uncivilized nations, 
where little wealth exists, and where few exchanges 
of great value are effected, the more common metals 
were used for coin : iron at Sparta, and copper 
among the ancient Romans. These metals must 
have proved highly inconvenient as their quantity 
increased. 

Gold and silver are now in general use as a me- 

* Loudon edition or 1814, p. 446. 
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diuni of exchaoge among' wealthy nations ; and 
for this purpose they possess great advantae^es over 
all other commodities. These two metals are kept 
with little loss J they can be divided into small por- 
tions with facility, and tliese may again be reunited 
without siiiFering scarcely any diminution of weig-ht. 
As neither time nor the atmosphere makes any dif- 
ference in their quality, and as neither moisture nor 
an ordinary temperature causes any detriment to 
them, the oldest and the new metal last extracted 
from the mine are equally valuable ; the weight of 
any one portion of either of them is consequently 
an exact measure of the value of all other quantities 
of the same metal, at the same time, and in the same 
place. The hardness likewise of gold and silver, 
especially when united to certain alloys, is sufficient 
to resist a considerable degree of friction, and thus 
thjey becoipe suitable for constant and rapid cir- 
culation. Being of great value in proportion to 
their bulk, gold and silver afford no small facility to 
the owners of concealing much property in times of 
commotion and violence ; they can likewise convey 
away their property in secrecy with less risk of 
detection, tli^n could be accomplished by meaos of 
aln)Q$t apy oth^r commodity. All civilized nations 
having adopted these pret^ioys metals as a mediuna 
of exchange, their general currency promotes, in an 
advanced state of society, mutual intercourse and 
trqdp- 



Gold and silver are not so scarce, nor of so en- 
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hanced a value, as to render it necessary, in using 
them for the exchange of small portious of mer- 
chandize, to employ so very minute quantities as to 
be nearly imperceptible to the senses ; neither are 
they, on the other hand, so common as to make it 
requisite to convey an inconvenient weiu;ht of them 
when transferring a moderate value. Tt is, indeed, 
possible that in some centuries hence, they^may be 
subject to this inconvenience, were new and much 
more abundant mines of these metals discovered. 
Then gold might be required for the like purposes 
of exchange as silver serves at present, and silver 
might become common in exchanging the smallest 
values, for which copper is now employed. These 
are not probable events ; for if very fertile niines of 
either metal were discovered, or were the present 
mines to yield far more abundantly, it would soon 
be found, that owing to the increased quantity of 
the metal, its value had so much diminished, as to 
render the produce of the least fertile mines no 
longer equal to the expenses of working them. 
Upon the reduction in value of the [irecions metals 
in the sixteenth century, which ensued after the 
mmsual supplies obtained from tlie mines of Ame- 
rica, the greater part of those in Europe were 
abandoned. A further considerable increase of the 
annual supply would have a similar effect upon the 
least productive mines of the known world. Thus 
the total increase of quantity, in consequence of 
any discovery of richer veins of the precious metals, 
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iniglit not prove so great, as on Brst thoug^ht inny 
jfeneially be imagined, because the supplies pro- 
ceeding from new sources would put an end to 
the employment of much of that labour, which is 
now directed to the working of mines that are pro- 
ductive. 



lu civilized societies, every one pussessiiig- any 
portion of wealth becomes a purchaser and a seller 
by turns of the circulating medium; all give a 
value for it, and again part with it in exchange for 
another value. There is scarcely an individual in 
such communities, who is not obliged in supplying- 
his daily wants to make use either of coin, or of 
paper currency, purporting to be the representative 
of coin. It is from possessing; a circulating' me- 
dium, that men are assured of the means of pur- 
chasing those vendible objects which they require 
from necessity, or desire to obtain for the sake of 
enjoyment. From this universal and frequent use of 
the general medium of exchange, it became almost 
indispensible that fixed portions of the precious 
metals, of an acknowledged degree of fineness, 
should always be ready to purchase what was im- 
mediately required. It would be extremely incon- 
venient, and nearly impracticable, on every occa- 
sion when a trifling supply of any thing was 
wanted, that the metals to be given for it should be 
weighed and assayed. From their being ready in a 
state of coin, this inconvenience Is superseded, as 
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by means of a stamp covering both sides of the 
piece, and its edges also, an effectual certificate of 
the weight and the fineness is afforded. 

Gold and silver when coined are always alloyed 
with a small quantity of some cheaper metal, sueli 
as copper, but the metal used as an alloy is consi- 
dered of no value in the coin. If the inferior 
were to be separated from the more precious metal, 
the operation of separating the two would in most 
coins be quite as expensive, as is the value of the 
small portion of the common metal which could be 
recovered. In calculating the intrinsic value of the 
coin of any country, or the relation of different 
coins to each other, whether they be of the same 
precious metal, or whether the one be of gold, and 
the other of silver; it is necessary, in order to 
arrive at a result of tolerable exactness, that all 
should first be reduced to the standard of absolute 
purity. By the terms of fine gold, and fine silver, 
are meant these metals respectively without alloy. 

Although civilized nations have agreed to con- 
stitute gold and silver as the basis of their cir- 
culating medium, and to use them in a state of 
coin, yet almost all governments differ from one 
another, in apportioning the quantity of alloy 
which they judge most fit to be united to the pre- 
cious metals in coinage : and there prevails like- 
wise a similar difference in the relation which is 
assigned in the coins of ditterent countries to the 
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value of the one as compared with that of the other 
precious metal. 

The weight agreed upon as the unit of reference 
for fine gold is that of twenty-four carats, and a 
carat is divided into four carat grains. For the 
British coinage twenty-two carats of fine gold are 
melted with two carats of alloy, and the result is 
termed British standard gold. Forty-four guineas 
and a half are coined out of a pound of this 
standard gold, troy weight, and hence £3. I7s, lO^rf. 
constitute the mint price. To find the relation be- 
tween the value of British and any other gold corns, 
it is well to add an eleventh part to the British 
mint price, and thus to obtain the value of the fine 
gold in sterling money per ounce j then after 
weighing the other coins, and assaying them in 
order to ascertain the quantity of fine or pure gold, 
or of fine silver which they respectively contaioj the 
relation of value is readily perceived. 

The Portuguese and Brazilian gold coin of 
Joanese, when of the oldest coinage, possesses the 
same degree of fineness as the gold coins of Great 
Britain; the newest of the Joanese are nearly a 
quarter of a grain inferior to the old, Spanish 
doubloons are much inferior in fineness, having one 
carat and one grain more alloy than British standard 
gold. The Hamburguese double ducat is as much 
superior in fineness to the latter as the Spanish 
doubloons are inferior to it. The Dutch ducat is in 



some small degree finer than the doiihle ducat. 
Louis d'ors aud gold Napoleons are equal in fine- 
ness; both of them contain one grain and a half 
more alloy than the British gold coin. The Eaat 
India gold mohurs are finer than our standard, 
whilst the pagodas are inferior to all other gold coins 
of which 1 have any information. 

In this country the weight agreed upon as the 
unit of reference for fine silver, is that of twelve 
ounces Troyes weight, each of which is divided into 
twenty pennyweights. The degree of fineness re- 
ferred to in the commercial price of silver in bars 
or ingots, is that of standard silver, which is infe- 
rior to fine silver by eighteen pennyweights of 
alloy that it contains in the pouiid of twelve ounces. 
Of this standard silver is the British coin, and con- 
sequently in eveiy pound weight there are eleven 
ounces and two pennyweights of fine silver with 
eighteen pennyweights of alloy. The alloy is seven 
and a half per cent, on the whole mass: therefore, 
as are 92^ to tOO, so is fine silver to the British 
standard, and in calculating the relation between 
the British and any other silver coins, both should 
be reduced to purity. 

A pound weight of British standard silver is now 
coined into sixty-siK shillings, and consequently a 
pound weight of fine silver, when estimated at the 
mint price of that metal, is of the value of somewhat 
more than seventy-one shillings and four pence. 
Spanish hard silver dollars are inferior in fineness 
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to our standard silver: they contain nine penny- 
weights more of alloy, and an equal weight less of 
fine silver in the ponnd. These dollars circulate 
far more extensively hetween diiferent coun- 
tries than any other coin; and are sometimes 
called Mexican dollars. The new Columhian dol- 
lars are inferior in fineness to the Spanish or 
Mexican, and their circulation is extremely li- 
mited. 



The relative value of gold to silver differs consi- 
derably in the coinage of different conntries ; a 
statement of some of the mint regulations will 
probably he found interesting, and may perhaps 
elucidate subsequent remarks upon the precious 
metals. In the Appendix to the Bullion Report of 
1810, when sixly-two shillings sterling were coined 
out of a pound weight of standard silver, it appears 
that both Dr. Kelly and Mr. Bingley stated the com- 
parative value of gold to silver in the British coin 
to be as one to 15.2096, Mr. Mnshet states a rela- 
tive value differing from this, in his examination 
before the Committee on the resumption of cash 
payments in 1819. Tlie difference, however, is 
only in appearance. Mr, Mushet's statement of 
the relative value of the precious metals as esti- 
mated at the British Mint, is that hetween standard 
gold and standard silver; whilst the statement of 
the two other gentlemen first named has reference 
to the relative value between fine gold and fine 
silver in the British coins. As the quantity of alloy 
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in standard gold is equal to eight and a tliird, and 
in stiuidard silver is only seven and a half parts in 
the hundred; the relative value of the metals when 
of standard fineness does not furnish the means of 
an exact, comparison. In the new coinage of silver, 
the relative value of that metal to gold ia much 
altei-ed, and the value of silver greatly over rated. 
By coining a pound of standard silver into sixty-six 
shillings, the proportion of fine silver to fine gold 
is now fixed at the British Mint nearly as 14.288 
to one. On assigning this new relative value, the 
government took the silver coinage wholly into its 
own hands, and no longer permits individuals, upon 
sending silver to the mint, to receive back the same 
weight in coin, as continues to be the rule in regard 
to gold. 

At Amsterdam the relative value between gold 
and silver, although fixed at the Mint, is not de- 
termined by law, and the value of the former metal 
varies much in the market, as well when in coin as 
in bullion. In the Appendix to the Bullion Report 
of 1810, Dr. Kelly states the proportion in the Mint 
to be nearly as one to fourteen and two-fifths, upon 
a supposition that the gold ducat was worth five 
guilders and five stivers. It appears from the exa- 
mination of Mr. Abraham Goldsmid, related in the 
same Appendix, that for twenty years prior to 
1810, gold had not been so low in price as what 
was considered its par with silver. At Hamburgh, 
the price of gold, measured by sdver money as at 



94 ON CUR"RB»CV, AND [eSSAV 1*. 

Amsterdam, fluctuates in like manner. In the other 
principal trading cities on the Continent of Europe, 
the relative value of the two precious metals dift'ers 
much, and there is scarcely any one g-overnment 
which has assigned to them the same relative value 
that obtains in another country. 

In the coinage of some nations there does not 
seem to be any regular system, as well in regard to 
the relative value of the coins of different metals, as 
also in the relative weight which coins of the same 
metal bear to each other in proportion to the value 
assigned to them by law. The gold coin of six noil 
four hundred reis, better known in this country by 
the name of Joanese (corruption of .Tohannes), than 
by its more correct one of meya dobra, is common 
to Portugal and Brazil. The other gold and all 
the silver coins in the two countries respectively, 
have long been dift'erent in value and in denonai* 
nation. Most of the other gold coins in Brazil are 
of the same fineness as the meya dobra, but differ in 
the proportionate weight, which, according to their 
legal value, they ought to possess. Five meyas 
dobras amount in the legal currency to thirty- 
two mih'eis; consequently eight gold pieces of the 
Brazilian coin of four milreis each, which are of the 
same fineness* as the first, should be of equal 



* TLe pieces of four milreis are about a quarter per cent, or 
one part in four hundred inferior lo the joanese ; ft difference too 
small for notice here. 
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Weight, but the last eight actually weigh aboiit 
eleven per cent less than the first five pieces. Prior 
to the emigration of the court of Portugal in 1807 
to its transatlantic dominions, the commercial in- 
tercourse of most of the several ports of Brazil with 
each other was of rather unfrequent occurrence, and 
whilst gold in dust and in bars was sent from Rio 
de Janeiro to Portugal, the gold coins of meya 
dobra constituted a common remittance from Por- 
tugal to the northern ports of Brazil. The far 
greater part of the gold coins then circulating in the 
latter country, consisted of those which possessed 
the greatest proportionate weight, and they sup- 
ported the value of the others which were of the 



In like manner when silver tokens were issued 
by the Bank of England, the weights of the different 
denominations of the British silver currency bore no/ 
determinate relation to each other. 



The Brazilian silver coins, at the period of the 
emigration of the Portuguese court, consisted of 
eight denominations ; viz. pieces of one and two 
petacas, of half and quarter petacas ; of six testoeris, 
and of pieces equal to half, quarter, and eight parts 
of the last amount. Two more silver coins were 
afterwards introduced into the Brazilian currency, 
namely, the Spanish dollar, and the same recoined 
in Brazil, and circulated as of the value of three 
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petacas. Their introduction was brought about in 
the following manner. 

About the middle of 1808 the prices of cotton and 
tobacco began to advance in the English market, 
on account of the differences between the British 
Government and that of the United States of North 
America. In consequence of the advance which had 
taken place, and in expectation of a greater rise of 
prices, several merchants made great efforts about 
the end of that year, and also in 1810, to import 
lai^e supplies of these articles of produce, and more 
particularly of cotton, from Brazil. But as the 
markets in the latter country were completely over- 
stocked with British manufactures, it became diffi- 
cult to provide funds in the northern provinces of 
Brazil, where the supplies of cotton and tobacco 
were almost wholly to be purchased. At that period, 
when the commerce of the country had so recently 
been opened to all friendly nations, there were 
practicable, at the northern ports, few or none of 
those operations in bills of exchange, which an in- 
creased extent of trade has since rendered com- 
mon. In order, therefore, to effect the purchase of 
produce without first suffering much loss by the sale 
of European goods, it was then necessary to send 
specie from Europe. One mode adopted was to 
transmit the coins of meya dobra, which could only 
be obtained from Portugal. There appeared many 
purchasers of them in the London market, for the 
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purpose of exportation to Brazil. They were sent 
chiefly from England, and in vessels chartered to 
bring back the produce to be purchased with the 
specie so remitted. Owing to the high price of gold 
as estimated in bank-notes^ the remittance of meyas 
dobras appeared to be rather disadvantageous, and 
the quantity wanted could not always be immediately 
obtained. To those persons who desired to adventure, 
all delay was of much detriment, for every gradual 
rise in the price of cotton in England caused a more 
than corresponding advance in Brazil. Many con- 
sidered silver to be proportionately cheaper in the 
bullion market than gold ; and in order likewise to 
avoid delay, they had recourse to the mission of 
Spanish dollars. These were sufficiently well known 
in the southern part of Brazil, contiguous to the 
river of Plate, but till then they had rarely been 
seen among the planters who resided in the northern 
provinces. At first the dollars were received in 
payment among the merchants at the rate of seven 
hundred and fifty reis each piece ; afterwards the 
value speedily declined, and in some of the ports 
was for a short time so low as six hundred and forty 
reis each, or equal only to the silver two petaca coin, 
far inferior in weight and a little in fineness. Some 
of the natives regarded the dollars with distrust, 
thinking from the quantity arriving that they 
might not be genuine, and at last a general disincli- 
nation prevailed to receive the dollars, the mer- 
chants fearing that they would not be available as 
currency, in the possible event of the pr 

H 
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country becoming in still greater demand. At 
Bahia, which, in reference to the situation of the 
capital of Brazil, is considered one of the northern 
ports, the difficulty of giving currency to the dol- 
lars, at a value corresponding to that of Bra^ 
zilian silver coin, was in a great degree removed 
by their recoinage at the mint into pieces of one 
and two petacas; but in the other northern ports 
no such means of recoinage existed. Under these 
circumstances the government at Rio de Janeiro 
judiciously interfered, by passing a law which de- 
clared Spanish dollars to be legal payment at the 
rate of seven hundred and fifty reis each piece. 

A considerable change took place afterwards : 
the prices of Brazilian produce underwent a great 
decline in the European markets ; and becom- 
ing in consequence an unfavourable mode for 
remitting the proceeds of such British goods as 
were sold, specie came to be the most desirable 
object to send home to the owners. Relatively to 
the value of other coins, the meya dobra was thie 
heaviest ^old ; and the Spanish dollar was the 
cheapest silver coin : accordingly they were much 
preferred before all others for shipment. The first 
became more scarce^ and the price of the. last ad- 

! • ' , . • i 

vanced to eight hundred reis, or a fifteenth part 
above- the value at which it had previously been die- 
clarecJ a legal payment. Some considerable time 
after passing the law which gave currency to tlie 
Spanish dollars at a fixed rate, the Portug-nese 
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government at Rio de Janeiro collected a quantity, 
which were for the most part purchased at eight 
hundred reis. It then thodght proper to put a new 
stamp upon the same coins, calling them, after 
having received the new impression, three-petaca 
pieces. These the government issued at nine hun- 
dred and sixty reis each, and thus paid its creditors 
one-sixth less value in silver than they were justly 
entitled to receive. The market value of the com- 
mon Spanish dollar immediately advanced further, 
and it was soon afterwards current at the same rate 
as those which were restamped. The gold coin of 
meya dobra was no longer obtainable, except on 
payment of a premium. 

It appears unnecessary to fatigue the reader with 
a continuance of minute detail, in stating the fur- 
ther depreciation of the Brazilian currency. Some 
of the provincial governments winked at the manu- 
facture and the importation of false copper coins, 
until the amount in circulation was so far extended 
that no payments, however large, were made in 
arty other ttiode. Other provinces have suffered 
and are still suffering from excessive issues of 
paper curfeiidy. These kinds of circulating medium 
were greatly augmented during the progress of the 
revolutionary war with the Portuguese. After- 
wards, the great expenses of the unfortunate contest 
with Buieil6s Ayres led to a further incresase of the 
calamity. Whilst such a system prevails ther- 
be no security for property ; its value becoiin 
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undetermined, and consequently the acquisition of 
national wealth must be much impeded. In a 
country like Brazil possessing numerous advan- 
tages, and well calculated to make rapid progress 
in the career of prosperity, foreign capitalists would 
no doubt be well inclined to employ a part of their 
wealth, from the expectation of adequate emolu- 
ment. Were the measures of Government judicious, 
the owners of foreign capital would not experience 
disappointment; they might even benefit so much 
beyond their hopes, as to occasion annually a greater 
portion of wealth to be similarly employed. But 
excluding remarks of a different nature as foreig'n 
to the subject, it may be observed that whilst the 
currency is constantly exposed to fluctuations in 
value so excessive, and so rapid, as to cause great 
loss to individuals, without allowing the most prudent 
to escape; the emigration of foreign capital to 
Brazil becomes prohibited by every principle of 
prudence. 

In several countries, the government gives a pre- 
ference to gold or to silver as the standard metal, or 
that which it considers the least variable in value, 
and in this species of coin the great payments are 
commonly made. Gold is the standard metal in 
the British coinage : silver coins are only subsidiary. 
Much argument has arisen whether gold or silver 
should be preferred as the standard metal; or whe- 
ther both should be permitted to circulate in coin 
simultaneously^ and without limit of quantity. The 
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circulation of the two precious metals in coin at 
fixed rates, simultaneously, and to any extent, could 
be attended with no inconvenience, so long as their 
relative value to each other remained the same, or 
nearly the same, in the coin as in the bullion market. 
But when their relative value in coin differed 
much from that in the market, then, provided the 
particular coin which was overvalued at the mint 
continued to be a legal tender to any extent, all 
payments would be made in it, because it must be 
cheapest. 

The relative value of gold and silver in the Bri- 
tish coinage is very different from their relative 
value in bullion, and were there no limit to the 
quantity of silver coin issued, nor to its amount in 
constituting a legal tender^ all payments would be 
made in silver alone, since gold coin would then 
obtain a premium. In this country the two metals 
in coin circulate at fixed rates simultaneously, but 
it is because the quantity of silver coin put into 
circulation, and more especially because the amounts 
of that coin as a legal tender of payment, are both 
restricted by government. Were there no such re- 
strictions, the whole circulation of metallic currency 
would soon consist of silver coin alone, and the 
rates of exchange with foreign countries would be 
regulated according to its value in the bullion 
market. The gold coin, being by far the mo^t valu- 
able in that market, would be purchased even ait 
a premium, for the puipose of melting, or of ex- 
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portation to foreign countries. There it could 
purchase more goods than a corresponding value of 
silver, as that value is estimated in the British 
coinage, for gold, as before stated, is of a greater 
proportionate vakie in the bullion market. By 
limiting tlie issue of silver coin, and the amount 
constituting a legal tender, it is rendered subsidiary 
to gold coin, and gold is accordingly established as 
the standard meUil. 

Ow^ing to the degraded state of the silver coin in 
the early part of the reign of William III. a guinea 
exchanged for thirty shillings ; or, in other v^^ords, 
the extent of the degradation of the silver coin 
being estimated at a medium rate, the relative 
value of the gold and silver coins was regulated by 
the price of the metals in the bullion market. After 
the great recoinage of silver in that reign, the 
guinea was declared to be current for twenty-two 
shillings, and at this rate silver was undervalued 
in the coinage in proportion to gold. As there ex- 
isted no limitation in the amount of gold coin 
which constituted a legal tender, all payments 
were made in it, because it was proportionately 
cheaper than silver; consequently silver coin be- 
came in a certain degree superfluous, and as no 
small profit accrued either from melting it to sell as 
bullion^ or from its exportation, a very great quan- 
tity of the new coin altogether disappeared. To 
obtain the new silver coin, a premium of about two 
and a quarter per cent, was paid above its legal 
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value ; for although the royal proclamation had de- 
clared a guinea to be equal to twenty-two shillings, 
yet the possessor of twenty-one shillings and six- 
pence could readily obtain for them a guinea in ex- 
change. Considering a guinea as equal to twenty- 
one shillings and sixpence only, silver coin was 
even thus undervalued in proportion to gold ^bout 
four and a half per cent, as compared wi]bh the prices 
of the metals in bullion. But the melting of coin 
and resale of the silver, as well as the exportation 
of the coin being both prohibited, there was some 
small risk attendant on the operations. The ex- 
portation of all commodities, whether bullion, coin, 
or otherwise, necessarily causes an expense of 
freight and insurance. ^Probably four and a half 
per cent, was no more than equivalent to the risk 
and expense of exporting silver coin, or the bullion 
obtained from melting it, and at the same time to 
afford a small profit to the adventurers. .They 
could therefore give no more than two and a quarter 
per cent, premium above the legal prices, in order 
to obtain silver in coin. When government after- 
wards reduced the value of the guinea to twenty- 
one shillings, the melting and the exportation of 
silver coin ceased, because it was then no longer 
undervalued in the currency so much as to com- 
pensate for the risk and expense of such operations. 

The first Earl of Liverpool, who published a boot 
upon coins that is held in high repute, had thq 
principal superintendance of a new copper coinage. 
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It was issued to the public about 1798. Owing* to 
the depreciation of the currency soon afterwards, 
from the excessive issues of bank notes, the price of 
copper, as well as of almost all other goods, ad- 
vanced. The new coin was prepared at a value 
corresponding to the market price of the metal ; con- 
sequently, as soon as that market price advanced, 
the value of copper was underrated in the currency. 
A profit therefore resulted to such persons as thought 
proper to reduce the copper coins to that state in 
which the metal could readily be sold in the market, 
and they speedily disappeared. 

They who approve of the present regulations for 
the British coinage, consider that gold ought to be 
preferred as the standard metal, because new and 
more abundant mines of silver are more frequently 
discovered than others of gold ; consequently there 
appears a smaller probability of any great reduc- 
tion in the value of the present standard metal, 
than if silver were adopted. Since 1760, and more 
especially since 1780, the annual supplies of silver 
from Spanish America were far more abundant than 
in antecedent periods, until the revolution in those 
countries suspended the working of many of the 
mines. On the other hand, the supplies of gold, 
which were formerly furnished to the bullion 
markets in Europe, appear to have greatly dimi- 
nished since the middle of the last centurv. In 
this state of things silver became gradually cheaper 
when compared wilh gold. And all the gold coin 
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in this country had probably been exported long 
before the restriction on cash payments by the Bank 
of England, whilst silver would have become the 
only coin in circulation, were it not that parliament 
enacted a law in good time to meet the incipient 
change in the relative value of the two metals. By 
the 14th of Geo. III. rendered perpetual by an act 
of the 39th of the same reign, a legal tender in 
silver coin was disallowed beyond the value of 
twenty-five pounds. Gold was therefore rendered 
necessary for the internal commerce of the kingdom, 
and its exportation to any great extent was effectu- 
ally prohibited, until the Bank restriction act safely 
permitted the issues of notes to any extent. These 
becoming excessive caused gold to be so much un- 
dervalued in currency, compared with its value in 
bullion, that the high profit obtainable on exporta- 
tion of gold coin overcame every minor risk and in^ 
convenience. By a late act of parliament, passed 
at the time of altering the weight of the silver coins, 
they are disallowed as a legal tender beyond the 
amount of forty shillings. 

Some persons advocate the propriety of permit- 
ting gold and silver coins to circulate without any 
limitations. They afifirm that a few individuals of 
great wealth might purchase as much of the gold 
circulating in Europe, as would cause serious em- 
barrassment to the traders in Great Britain, were 
circumstances to recur similar to those of the panic 
of 1826. Of this there is great doubt. But the 



I 
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simultaneous circulation of both coins, without limit 
of quantity at fixed rates, is liable to objections of 
no small importance. 

Xhe public attention is applied with far greater 
eagerness in the present times, than it was at any 
former period, to the discovery of new mines of the 
precious metals, and to the more efficient working* 
of mines before discovered. It is therefore no im- 

' ' • * . 

probable event, that the relative value of the pre- 
cious metals to each other will not long remain in 
their present proportions. And as a simultaneous 
circulation of gold and silver coins, at ifixed rates 
p.nd without limit of quantity, could not continue, 
^unless their relative value in the mint and in the 
piarket ne?irly approximated, every fluctuation 
would lead to inquiries. The gold coin might, 
indeed, be all exported, and no inconvenience arise, 
.whilst silver continued a legal tender without limit. 
But by this change silver would, in effect, be con- 
stituted, the ^ standard metal for the coinage of the 
countiy. Supposing that, on the contrary, the 
abundance of gold, and consequent undervalue of 
silver .in thq cpinage, caused the exportation of silver 
CQin,,8^pd its4iKQimiti(j|n in quantity, to so great an 
/ep^t^tthat ^.svdficient amount scarcelj^ remained to 
.C9^rry on, retail transa,ctions, then the want of it 
might .occasion mviph. embarrassment in the daily 
Jjusin^ss of a great p^rt pf the conamunity. 

Under seyeral of the supposed circumstances. 
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questions would arise whether it was more prudent 
^jad equJL^^e to reduce the 4q|^aj)tity of 0|ie, or to 
.^gment . the . quantity of the ojther m^tal in the 
^oin J jor. whether it. was mpre judicious to .^o both 
the ope and the , other, , to an (^x.twt which ..wovid 
again ^quali^e the relative yalue of the metals in 
coin^ to^hat^ which obtai^ed. in the |3ulli,on. ^arket. 
-So long as investigatigtQs.,upou the pr.Qpriety of the 
plan to be adopted were pending, and as often as 
they .were thought to be requisite, the public mind 
.would be much agitated, and the pergonal interests 
of all who had to pay or to receive money at dis- 
tant periods, whether for debts or annuities, would 
be brought to weigh on one or other, side of the 
disci]L3sion. The coin of the precious metals is either 
the general medium of exchange, or the basis to 
which that medium has reference, and upon which 
it ought to depend. Every important change in 
the value of these metals must, therefore, occasion 
an alteration of proportionate extent in all the pe- 
cuniary transactions and arrangements of the so- 
ciety. < Were great i^act nations in the value of gold 
and silver to recur frequently, serious loss and in- 
convenience . must ensue to many ; all provision for 
posterity, wheix stipulated for in money, is^ rjejndered 
uncertain ; Qoounercial transactions would ofti^n. be 
paralyzed^; and become more hazardous . than h^jre- 
tofore. 

On the continent of Europe silver is generally 
held to be the standard metal, and in most of the 
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public mints gold is undervalued in the coin as 
compared with the market prices of bullion. These 
market prices are of course in reference to the 
standard metal. There being no prohibition to 
sell gold at any price, either in coin or in bullion* 
gold coins are in consequence sold almost always for 
a premium above the mint prices, and the extent 
of the premium for gold coins is determined by the 
market price of gold in bullion. In Spain, how- 
ever, gold is said to be rather overvalued in the coin, 
and silver becomes in consequence the most profit- 
able for exportation. 

In the United States of America, the two metals 
in coin are stated to circulate simultaneously at 
fixed rates, without limitation of amount, and at 
the same time without causing apparently any great 
inconvenience. Silver dollars were some time ago 
said* to be now and then at a premium, and this 
was attributed to an occasional demand for them 
as a remittance to the East Indies. If silver dol- 
lars are abstracted from the circulating medium of 
the United States to any great extent, it is owing, 
perhaps, to their being undervalued in the coin as 
compared with gold ; the want of them may not 
cause inconvenience, since the banks there issue 
notes of so small an amount as a dollar, and the 
paper currency is considered to extend to nine- 
tenths of the whole circulation. In other countries, 

* Mr. Williams's Evidence befere the Bullion Comiuitte of 1810. 
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where the paper currency does not constitute so 
great a proportion of the circulating medium, 
and does not comprise notes of so small an 
amount, the exportation of a great part of the 
coins used for small payments would be an evil 
which urgently required a remedy from govern- 
ment. The great advantage resulting to national 
industry^ from the use of a circulating medium, is 
the increased facility which it affords in exchanging 
for each other the various commodities at market ; 
and here labour, or rather its wages, are considered 
one of the values to be exchanged. A want of the 
smaller coins, or of their substitute in paper cur- 
rency, might occasion obstructions to the exchanges 
required by the great body of the people, and to 
their serious inconvenience. 

To recapitulate the argument, it seems inex- 
pedient to permit the simultaneous circulation, at 
fixed rates, of gold and silver coins^ without limiting 
the amount of one of them. There are two modes 
in which their joint circulation may be judiciously 
regulated: the one is adopted in the British coin- 
age ; the other prevails at Hamburgh and Am- 
sterdam. 

By the fii'st of these modes gold is constituted the 
standard metal ; by means of gold coins alone can 
all payments exceeding forty shillings in amount 
be legally tendered, — at least to that of such excess. 
Silver is issued in coin at a far higher rate than its 
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value in btilfion'; bat as the amount of silver coins 
allowed to constitute a legal tender is limited to 
forty shillings, these coins are altogether subsidiary. 
Were thfere no limitation of amount for payments 
in silver c6ln,all would soon be madeiii it, provided 
the amount in circulation permitted. Were the 
atiiotint of silver coin in circulation to be much 
greater than recjuir^d for small payments, many 
persotife \^ould pay their larger debts in it; and 
although the law disallowed a tender for more than 
f6rty shillings, yet creditors would readily accept 
of more rather than defer receiving what was due. 
Gold coins Would be exported to the extent that 
their place in the currency could be supplanted by 
those of silver, because^ in comparison to this metal, 
gold is much undervalued in the British coinage. 
Under the present system of limiting the issues of 
silver coin, ahd the amount of it as a legal tender, 
all prices ar6 regiilated upon the basis of payments^ 
beiHg ifaad^ in g'old. The price of silver bullion is 
thii^ fegdlated, attd^ consequently is much lower 
thitn thfe vallue of silver in coin. Copper coins are 
al!^' ^nbsidiaVy ih this country, arid they are per- 
mitt^d^o coh^t'iitd a legaT tender for no greater 
sum than a shilling. Like silver, copper is much 
overvalued in the currency, and the same remarks 
apply to' borti (ioihs. 

At Hamburgh artd Amsterdam silver is the 
statidia,i^d mi^tal, and all payments are usually made 
iri it. 6bld coitts 6f different countries circulate in 
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these cities, and the value of gold, in ' coin, fluc- 
tuates as mucli as the price oF gold bullion. Iii 
their mints gold is undervalued, as compared with 
the market price ; but there exists no prohibition io 
sell gold coins at a premium beyond the valud in 
coinage. They uniformly bear a prbmiUm, aiid 
unless the receiver of a debt agrees td alldW tKe' 
same premium for gold in coin, as can readily be 
ohtained in the market, the payer will, fbi* his oWn 
interest, discharge the obligdtiori' in silver alorie^ 
for there exists no obligation to pay in gofd'. It ii^ 
common at Hamburgh to stipulate that payments 
be made in bank money, which means an order 
upon the bank to transfer or deliver a certain 
weight of silver, of a determinate fineness. Were 
there any law in those cities to prohibit the sale of 
gold coins for more than the mint price, they 
would be exported. Bills, or commodities for their 
value, would be purchased in other countries to 
send to Hamburgh and Amsterdam. The rates of 
exchange at which bills upon both cities are pur- 
chased in other countries, and the prices at which 
goods sent there are sold, must be regulated upon 
the basis of payment for each respectively being 
made in silver. It is superfluous to add that the 
cheaper the medium in which payment is made, 
the greater will be the amount of it that is agreed 
to be given. 

There appears to exist no well founded objection 
to the simultaneous circulation of both gold and 



112 ON CURRENCY, &C. [eSSAY IV. 

silver in coin , without limitation of quantity, pro- 
vided the value of one of these metals be not fixed 
by lawr as bearing a relative value to the other. 
And as all classes of the community require to use 
silver for the constant supply of their daily wants, 
the metal, of which the value is undetermined, 
should, for convenience sake, be gold. 

The Russian government has of late years issued 
some coins of platina, but the example does not ap- 
pear likely to be followed in other countries. 
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ESSAY V. 



ON PAPER CURRENCY. 



Paper circulation consists of written promises to 
pay a fixed sum of currency, either on demand, or 
at a future time. These promises are issued chiefly 
by individuals or banking companies, for their pri- 
vate account, but likewise by several of the Euro- 
pean governments. When such obligations are 
payable on demand, and pass freely in exchanges 
from one individual to another, or when payable at 
a future period they are put into circulation, then 
they become substitutes for coin, and the term paper 
currency is applied to them with propriety. Of 
this description are bills of exchange, bearing the 
signature of some person or company in approved 
credit ; bank notes, the paper issues* of the go- 
vernments of Russia^ Portugal, &c. But when 
similar promises are payable at a time to come, and 
lie dormant, they cannot be considered as paper cur- 
rency; they occupy in such cases a part of the na- 
tional capital lent at interest. Of the latter class 
are bills of exchange, which the holders do not 
wish, or are perhaps unable to circulate, as also 
the exchequer bills of Great Britain, and the like. 



1 14 ON PAPE|l CURKENCY. [ESSAY V. 

When two countries engage in active commerce 
with one another, it will follow, that in each re- 
spectively there are some persons indebted to mer- 
chants in the other country; at the same time that 
other individuals, neighlbpijirs to the first, have pro- 
perty to receive from abroad. In lieu of adopting* 
the operose and expensive mode of settling their ac- 
counts, by some parties sending specie to their 
foreign correspondents, whilst others of their fellow 
^^tizens rjeceiyed specie back; tjxe debtors p.reftr 
the jxuore £Cononpiical pljgij) of purchasing an order 
for delivCTy pf the specie pr coin whjcb their neigli- 
bppr^^ tlje creditors, are entitled itp receive frpm the 
fppeigD eountfy ; and this prder is sent in place of 
tjja diflferent )tiiid of payment >vhich the debtors 
woulc) otherwise have remitted. Orders of this 
liajbure ^e bills of e:^ch£^pge, and form a p^per cur- 
rency Ji^atwee^i nations, which supor^ede^ the use pf 
ipi^uch gold and silver that would be Qecessa^^ 
in coipn^ferce, were its payments madie by the 
prepious ipetals Uone. Apy balances which ari^ 
upon the supi of payments, are settled either 
by th^ missipp of specie, pr in som^ othei? Jess 
dirept mode. Thp balance between twp pppn- 
tnes ip Europe i|s generally settled by bills uppft a 
third ; thus a balapce due from t\\e IJq,nse^tiq tpwQs 
tp ]Epg)^nd is partly liquidated by bills upo|i 
Portugj^l ftnd Spain, w^V^h are sept to JiPP^pn for 
^ale, 

}nlan4 bill^^ of exchange q,re drawn in ope dis- 



trict Qpcm persons residei^t In ibe soxaej or in 
aii«otber part ^f tte sato^ c^outitt^j when ci^cu*- 
lalitig fr^ly they <aiso supersede the use of coin, 
which would otherwise be necessary iii the exchange 
of commodities. A great part of the circulation of 
Manchester^ Liverpool^ and the neighbourhood^ ton- 
si^ts of inland bills of exchange. The signatute xrf 
son^ persons of acknowledged credit upon ihe^ 
bills is coni^ideted indispei»sible, before tfae;f can 
obt&iin geiKeral currency^ 

Bills of e^cfeange dmw& ft^m (w^gn pllicefci, 9A 
well ttd thdise of <he country wh^re payabte, Iw* 
com^ due, for thfe tU:6^t part) at a peri^ more re-* 
tnote llian would h^ve sufficed for the transmission 
of gdd or idlver. So long ^ the^e bills pa^ fredy 
in circulation, th^y supersede th« necessity of other 
currency ; but when the bill^ li^ d^rm^ant, or wheA 
their circulation is impeded from doubts of pay*- 
tnent^ or from any general disinclitiation to i^eceiv* 
bills as currency> the value invested inj^th^id \H sup>- 
plied from the national capital. 

Notes issued by bankers, payable on demand, ar6 
of yet far more general circulation in this couttlrf, 
and have in an especial degree superseded the Use of 
coin. They are better known by the appelhtion of 
paper currency than any other kind of it. 

In Russia the government paper cUi*rency cott- 

stitutes the medium by which almost all piiyments 
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are made. According to the law of Portugal half 
of all payments may be made in the paper currency 
issued by government, when there exists no express 
agreement to the contrai y. 

The use of paper currency, when properly regu- 
lated, must be attended with national advantage. 
By its substitution for coin, a very cheap medium of 
circulation is made use of in lieu of an expensive 
one. Were paper currency introduced only in pro- 
portion to the increase of commodities to be circu- 
lated, the expense is saved which had otherwise 
been necessary to provide a greater supply of the 
precious metals. If these were already in suf&cient 
abundance as currency, when compared with the 
value of the commodities to be exchanged, then the 
coin, which became superfluous from the introduc- 
tion or extension of paper circulation, might ad- 
vantageously be exported, because there would he 
brought back in exchange for it another kind of 
property to be employed by the owners with greater 
profit than what was sent away. If nothing could 
be brought back which yielded greater profit, then 
the coin will remain in the country ; for without 
a prospect of advantage nobody would take the 
trouble, and incur the expense attendant on the ex- 
portation. From exporting what is superfiiuous, 
and bringing back in return for the coin a property 
which can be more profitably employed, a national 
benefit accrues. Let it be supposed that the whole 
coin circulating in the kingdom amounted to fifty 
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millions sterling, and that from extensive issues of 
paper currency, thirty of these millions became su- 
perfluous and were exported; the profit resulting 
from the capital received in return, and the saving 
in wear of the coin sent away, constitute national 
advantages. All coin that is exported will natu- 
rally be sent to the countries from whence the most 
profitable returns can be obtained. 

The general use of paper currency, as lately and 
even as now regulated, is not however without 
some disadvantages. Those of the greatfist impor- 
tance proceed from the occasional inability of the 
issuers of it to fulfil their engagements ; and from 
its being sometimes too much extended, and at 
other times too suddenly contracted in amount, so as 
to render the real value of payments stipulated to be 
made at distant periods quite uncertain. 

From the non-payment of bills of exchange, in- 
dividuals will now and then sustain much loss, yet 
the extent of the evil is seldom so great as to afiect 
the public welfare. It must also be presumed that 
parties, who usually take bills of exchange as pay- 
ment in the ordinary course of trade, calculate upon 
occasional loss, and regulate prices accordingly. 
The non-payment of bank liotes, when the sum is 
large, sometimes becomes a public calamity, because 
the actual loss is now and then augmented by that 
general want of confidence which paralizes indus- 
try. It will therefore be of much importance to 
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inqiatre whether the regtpain4^ oa banking Ika^e 
diminished the security to the public, and^ whetiier 
the suppresBion of the sm^li note circulatioa wa^ 
Injudicious, as it was certainly well intended. 

£t may almot^be affirmed that the system, upon 
whiicb tiie issues of bank notes have been* r^ulated 
in England, affords>tess security to the putttte thaa 
any other that could well be devised. About 120 
years, ago- a la»w was passed, which conferred an ex- 
clusive privilege on the Bank of England, by enact- 
ing that no other- company, consisting o^ more than 
si^ partners, should' be permitted^ to issue promissony 
notes i» this part* of; tfie counti^y. The object of 
the B^nk, in requiring this exclusive privilegev 
could- be no other than- to prevent any rival coniw 
pany froi» being formed, which* might possess^ fiind^ 
sufficient to- sustain a- competition' in* business^ The 
consequence was to limit the number of establish- 
naentSKthat could unquestionably withstand ali< those 
sudden denmnd^, to which, from the nature of their 
business, bankers are especiially exposed; 

Companies wiUv numerous^ partliers, and^ well 
known^ to- be^ opulentj must* enjoy the best credit^ 
and?arefAr less likely to experience sudd isn demands 
for- many large payments, than individuals op small 
companies acting as bankers. Aoi extensive cojux^^ 
pany, with proportionate funds; will^ usually employ 
a^ pcfcrt of them in many diflterenfe ways ; andean: 
urgent occasions it*ean readily make' use ot^ sever^il 
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of its nesouttteS'. When well eond acted, noH biiiy 
could if then atViail itself of th)^ comiiion i^e^ervA 
fnind of bdi^kei's, but a portion of th6 bills dfecotot^ 
in the coufse^ of business wotild daily fall' diie : if 
necessary, an;^ gotefnnient sto<ik, which it po^sess^d 
by way of precatition, riiight be Sold, and balances 
in the hands of agents, or private loans on security, 
could gradually be diminished. A small company, 
with moi*e limited' capital, mgiy have the whole, or 
nearly the whole, employed irt Oiie mode aloiie. Sup- 
posing that it wer6 in the diiscoUht of bills, and that 
a few of its principal dust'omers fell into discredit ; 
the compatty could not, pierhaps, make its resources 
available oU' the instant when required, attd a brief 
pressure might cause its ruin. 'The small company 
might be ruined from partlculslr distrust in its sol- 
vency, aleliough nilfounded, or from any general 
panic arising to place similar esftablishmenis in dis- 
credit. Wei*6 ten or'twelVe of the small compahielt 
united, they Would constitute one on an exteridi^d 
scde, whieh, from its known capital, could be little 
eiTposed to sudden demands, and consequently could 
carry on business \tith*[iflore profit to itself, atid 
with greater security to tlie public than when 
divided. 

I^fotwithstahding^ the existence of a law in favOiir 
of the Bank of England^ which eflfectiially tehdefd 
to weaken the stability Of sdl other lianks issuing 
note's, great surprise' and even indignation have 
been expressed', that bankers are not at all tim^ 
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fully enabled to meet the sudden demands^ which 
in a period of general distress will sometimes be 
made to a great extent. Several of the country 
banks suffered as victims to the impolitic system of 
the restriction upon cash payments by the Bank of 
England, or rather on its removal. Others at a 
later period did not immediately foresee, that the 
failure and in'^olvency of some of the banks, at a 
time when the editors of newspapers were in want 
of subjects to excite public attention, would become 
a matter for discussion day after day, until con- 
fidence in the stability of almost all the country 
banks was destroyed. Many persons ventured in- 
considerately to bestow disgraceful appellations upon 
the country bankers who failed in the last period 
of general distress j even those, who have since 
made payment in full of all just claims of their 
creditors, did not escape the general opprobrium. 
The public ought rather to be surprised, that so 
many bankers were enabled to fulfil their engage- 
ments, and that temporary suspensions of payment 
were not more numerous. When members of the 
legislature ridicule the degree of credit given to the 
notes of bankers with insufficient property, they 
would do well to recollect that the error of their 
predecessors, in consenting to a law which pre- 
vented the formation of banking establishments of 
great opulence, was the true cause of the credit 
bestowed upon the undeserving. 

Had no law existed restricting the number of 
partners, banking companies would have been 
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formed by many wealthy individuals united, and 
with capitals so extensive as to give confidence to 
the most timid of the holders of their notes. If 
there existed no probability of the formation of such 
companies, then the Bank of England would never 
have required their prohibition, for it could not be 
with any other companies than those now described, 
that the national bank contemplated serious com- 
petition. With banking companies possessing large 
capital:^, and enjoying public confidence, others of 
moderate property could not successfully contend 
either in the metropolis, or in the country, more 
especially in regard to the issuing of notes. The 
profit derived from these issues necessarily depends 
upon the time during which the notes continue in 
circulation, and it is manifest that every body 
prefers to retain the notes of a bank of undoubted 
property, and claims payment of what are issued by 
another bank in secondary credit. Payment in cash 
being speedily demanded for the latter description 
of notes, and their circulation continuing for a short 
time only, they would afford no profit. But as the 
exclusive privilege of the Bank of England forbade 
the formation of other banks with more than six 
partners, and consequently allowed only those with 
moderate capitals and credit; some possessed of 
little or no property were established in difierent 
parts of the kingdom. No other banking accom- 
modation existing perhaps in the neighbourhood, 
their notes gradually acquired an extensive cur- 
rency. A few of these establishments gained con- 
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siderable property by prtidettt itoan^igement ; in 
others the funds were ^ssipated. Upon the feilufe 
of such banks, some mewibef^ of the executive go- 
vernment, ill lieu of taking Mame to^ themselVes fof 
having sanctioned a i«enewal- of the monopoly which 
caused so much mischief, were the fii*st to express 
their surprise at tke credulity of the people. 

By the establishment of banking companies* with 
numerous partners, Aere can be no doubt th^t 
larger capitals would be provided for carrying on 
the business in each« separate bank, than what aHy 
six individujJs are likely to furnish. Probably so 
many distinct banking companies had- not then 
existedl Better security to the public for the pay- 
ment of paper currency Would, however^ have been 
pwvided than- under the present system. The 
banks^ likewise had< not fallen into discredit, and 
there could never have piievailed any general^ dis- 
trust of their solvency. In Scotland, w^hfere rio 
rest^ction exists* itt' respect to the number of part- 
ners^ associating to issue notes^ the public has not 
sustained loss by the imlure of banks' oftetier than 
oncein a- century ; andi dbring the time thiat di&- 
tictist wa» ^tertainedi of alttkbst all^ die counti'y 
banks in England at the cc^mmeiUcetnent of 1^^, 
no unusual demandb were made upon those north of 
the Tweed. 

It cannot^ well be^coumd^red^ a* mii^pla^ed digres*- 
^kok hereto advert t&' ccmseKjuences'proeeeding fix)in 
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tbie eosfedttctand mode of Gai!]rj(mg on: business pur^Hied 
by several country bankers in England y and to con*- 
trasl some of them with what would in all proba- 
biUty hare followed, if no monopol|y existed in 
favour of any one banking corporation; 

It Oicaasionally happens,; and it is najtunally to 
be- expected, that among four, five,, or six indivii- 
duals associated to carry on banking business,, one 
or perhaps morn of the partners possess larger eapi«- 
tals than the others : and as men of large property 
desire in general' to a^oid much* labour,, it isy in 
these partnerships, often understood, that the part- 
ners, with the smallest share of capital shall take 
upon tthem*selve» almost the wliole: toil of manage^ 
mentv When the least, wealthy partiisr hasi th« 
uncontreJled managementof the funds- a£ the: faank^ 
ha is tempted to employ some ofi theuL now and 
then in businesa^ unconnected with banking. The 
inducements have in some cases proved too i power- 
ful to be wholly withstood^ He had probably lar^ 
prroperty at. his. absolute disposal,, and there is 
scarcely} a^ neighbourhood, in^ England where ex;* 
amples are not freqpent of individuals having in a 
short time become opulent by the judicious employe 
mentof larg^e capital* The personal expense, of a 
private banker too is not remarkable for economyi^ 
It. is> expeeted< that>: as^ hia wealthi should be. un> 
doubted, he should li^^e like a maa o£ wealthi 
Thus from the temptation of acquiring^ opulenoej by 
the most advantageous employment of the property 
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under his care, and from an anxious desire to g'ain 
a revenue adequate to support an expensive mode 
of living", the least wealthy partners in banking 
establishments have themselves engaged on some 
occasions, and at other times have persuaded their 
richer partners to join with them in hazardous 
speculations. These are not often undertaken in 
the immediate vicinity of the bank, for in the 
country they would soon become matter of no- 
toriety, but have chiefly been carried on in the 
metropolis, where all could be conducted by means 
of correspondence, and without observation. 

It likewise happens that when the most opulent 
partners in a bank are men of active habits, and 
attentive to business, they also are sometimes led on, 
by their personal disposition for enterprise, to 
desire greater advantages from the employment of 
their capital, than can commonly be acquired in 
the usual routine of their business. Some of them 
too live at considerable expense, and the tempta- 
tions of apparently great bargains in land and 
houses have often diverted a part of the property 
first set aside for banking to these different employ- 
ments. Where the result has proved advantageous, 
the wealth of such adventurers is increased, but 
otherwise the security to the public for the issues 
of paper currency is diminished. In every event a 
habit of adventure is superinduced, which generally 
proves detrimental to all. 
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By these observations it is not meant to deny the 
right which every individual possesses of confiding* 
to others, whom he may judge worthy of the trust, 
all the management of a business in which he en- 
gages ; nor is it intended to question that every 
man may employ his property in the way which he 
considers to be at once profitable and safe : yet it is 
clearly a matter of important inquiry, whethet it 
was politic and judicious to restrict the business of 
banking, in as far as regards the issues of paper 
currency, to such people as are, from circumstances, 
predisposed to engage in speculations of doubtful 
result. 

Upon the formation of a company with numerous 
partners for the purpose of banking, its arrange- 
ments must be made with an unusual want of 
prudence, should any two or three of the directors 
or managers possess so unlimited a control over its 
capital, that they can, without the knowledge of 
the others, employ any large portion of it for their 
own personal emolument. Nor can it well happen 
in the business of such a company, when conducted 
in a manner tolerably prudent, that the unfortunate 
speculations of a few of its partners, although they 
were some of the most opulent, should endanger 
the stability of the whole banking partnership. 

There exists no temptation, in the case of a well 
managed joint stock company, for any of the mem- 
bei*s to enter into large speculations, because the 
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capital would never be per^naneBtly subjected to 
the disposal of any two or thr^e iudiyktckak ; but 
only to that of a majority of the directors with the 
cognizance of the others. Admitting^, tow^ver, 
that two or three individuals succeeded in applying 
to purposes of their own a portion of the funds of 
such a company ; the annual or half yearly exanu^ 
nations of the state of its affairs must bring to light 
the misapplication, and make manifest the necessity 
of additional control over the conduct of officeis 
placed in like situations. Further, there exists no 
inducement for any one to indulge in unwarrantable 
expenses, in order, as he may suppose, to promote 
business, or to add to the credit of the establish- 
ment. Were any partner in a great company to 
enter into such expenses, they would fall upon him- 
self individually, and the company could not suffer 
detriment. 

One of the greatest advantages resulting to the 
public from the business of banking being carried 
on by extensive companies, consists in their being 
necessarily obliged to guide their proceedings more 
by some fixed rules than are a few individuals. The 
country bankers in various parts of England occa- 
sionally lend capital in times of its abundance, and 
of general prosperity, without requiring any secu- 
rity whatever from the borrowers beyond their own 
promissory notes : and when a period of pressure 
arrives^ the same bankers are unable to make ad- 
vances, or even to continue former loans, although 



^pc^rity w;ere offered wliich is undoubted. By such 
jBonduct the euterprising are encouraged to eugage, 
duriug the season of apparent; Bia&tyf in adventures 
hey end their ^own mea^u^ ; hqt when trade is lan- 
guishing, aad the call for fiindis to meet preyions 
Wgagements becomes urgent^ they who were for- 
merly ready to encourage adventure, are unable to 
afford relief. The country banker knows not then 
how soon the coming storm may a&sail his own 
^bittty^ nor what amount of his notes may require 
to be provided for. He cannot therefore a^rd 
assistance to hi« customers, even upon security 
which removes all apprehension of the risk of re- 
payment. By writing thus of country bankers, it 
may appear to convey unjust reflections upon per- 
^ns engaged in a particular business. Such an 
intention the writer wholly diaclaiois. It seemed 
proper to point out the errors of a system, and in 
order to guard against any imputation on , his 
motives, he think^i it right to state his opinion, that 
the country bankers have in general acted well, 
and copf^^rred much benefit on the community. 

To return to the subject. It may be said that 
the parsons possessed of undoubted security can 
obtain assistance in times of necessity from the 
Bank of ^England/ Whilst the liberality of this 
corporation is readily admitted, yet, as a great com- 
paijy ought to be, it is guided by fixed rules ; and, 
in its ordinary course of business^ advances its funds 
only on bills at short dates made payable in London, 
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which bear the names of two houses of trade in 
approved credit and domiciled in the metropolis as 
guarantees for payment. Many country traders 
have no bills of this kind to offer, nor could they 
readily put the securities, which they actually pos- 
sess, into the form required. From this inability 
they may be ruined. All London houses indeed, 
whose conduct is guided by prudence, would, in 
times of commercial distress, refuse to put their 
names into additional circulation ; because the firms, 
which are on such occasions offered as security, will 
undergo frequent scrutiny, and from frequent in- 
quiries at these periods credit must suffer. 

On the other hand, were the business of banking 
carried on by extensive companies upon a fixed 
system, they would, in the most prosperous times, 
require securities for their advances. Thus, the 
most adventurous must in some degree be restrained 
from overtrading. It is true that many, who are 
now opulent merchants and manufacturers, began 
trade without property, and have become wealthy by 
means of assistance received from country bankers ; 
but under the plan of banking carried on by exten- 
sive companies, such assistance is not likely to be al- 
together withheld, although it may not be granted so 
unreservedly as heretofore. The progress of some 
deserving individuals might not perhaps be so rapid 
as formerly, but the opportunities of acquiring 
opulence would still be open to them. Prosperity 
too, when once attained, must prove more perma- 
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nent than in the frequent recurrence of times of 
undue speculation. 

From the means of overtrading being somewhat 
curtailed on occasions which appeared to be pros- 
perous, these would be found of longer duration. 
The merchant and manufacturer possessing property 
could have to contend with little of that kind of 
competition, which alone produces injury to the 
* public — the competition with those who have no 
property, and who deserve to have no credit. There 
are many persons who carry on business to a large 
extent, and with the certainty, that, be the result 
what it may, they cannot be made poorer than be- 
fore ; but if fortunate, they may become wealthy. 
By removing such competitors, or at all events by 
restricting them in the extent of their operations, 
commercial credit would be better secured, and not 
so much exposed to the shocks which it has formerly 
experienced. 

In human affairs we must expect frequent changes, 
and when a period of adversity arrives, or when 
commercial credit is more than usually limited, the 
extensive banking company, which prudently re- 
quired in the most prosperous times such securities 
for its advances as are readily available, need be 
under no apprehension for its own safety. It will 
not only be assured of the continuance of its credit, 
but, from former prudence and good management, 
it will possess more funds proceeding from the pay- 

K 



130 ON PAPER CURRENCY. [eSSAV V. 

meiit of securities as they fall due than are necessary 
to be retained in its coffers. It will therefore have 
abundant means to employ in making; adviinces to 
its customers who can offer securities that are unex- 
ceptionable. 

These are some of the advantages attendant on 
the establishment of companies with g^reat capi- 
tals and numerous partners for the purpose of bank- 
ing and issuing of notes, as compared with other 
companies comprising only a few individuals. Most 
of the benefits to the community are so obvious, that 
it is surprising tliey should have remained almost 
unnoticed for more than a century. About four 
years ago several of them were, by the numerous 
failures of country banks, forced upon the public 
attention; and the Bank of England having, with 
great liberality, consented to forego for the unex- 
pired term of its charter some of the exclusive pri- 
vileges to which it was entitled j an act of parlia- 
ment passed to annul under several conditions the 
prohibition tliat no more than six persons could be 
partners in a bank issuing notes, providing, however, 
that no such baidss, as aie allowed by the act, shall 
be established in London or the vicinity. 



In the same session of parliameutj when the 
restriction on the number of partners in country 
banks was removed ; there was also enacted a law 
prohibiting the issue of stamps for all new notes 
payable on demand of a value under five pounds ; 
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and providing farther, that after three years none 
of those of a lower value in circulation at that 
period, or then prepared for it, should be re-issued. 
One of the principal sources of profit derived froift 
country banking was accordingly put an end to, 
and there now exists little inducement to form such 
establishments, as would furnish advantageous em- 
ployment to more extensive capitals. When it is 
further considered that the general state of trad^ 
remains much depressed ; that the country banks, 
which survived the time of calamity when the act 
was passed, have since enjoyed good credit; 
and likewise that the Bank of England formed 
branch establishments in many principal towns ; 
it can excite but little surprise that few new com- 
panies, with numerous partners and extensive capi- 
tals, have yet associated. 

On the discussion which arose in advocating the 
policy of the proposed law to prohibit small notes, 
it was stated from high authority, that the issuers 
of these notes had usurped a prerogative of the 
crown by circulating this species of currency. Yet; 
strange as it may appear, the minister of state, 
who made this declaration, did not bring forward 
any measure for suppressing the notes of larger 
amount, as if it were an usurpation of the royal 
prerogative to issue paper currency of small, and 
not of large denomination. 

There are two consequences resulting from the 



suppression of small notes which the advocates of 
the change did not probably foresee. Gold is con- 
stituted by onr mint regulations the measure of 
valne of all the circulating medium in this country, 
and by reqninng a large additional supply of this 
metal for the purposes of currency, its value is much 
augmented. Let it he compared with the value of 
silver. In 1825 the price of Spanish silver hard 
dollars was at four shillings and eleven pence 
farthing per ounce ; but in the following year, owing 
to the enhanced value of the British gold cnrrency, 
the price of dollars declined, and was on diiferent 
occasions so low as four shillings and eight pence 
three far things per ounce. The real price of silver, 
as compared with merchandize, far from being 
diminished, was no doubt much higher at the latter, 
than at the former period, but owing to the sudden 
suppression of most of the small notes circulating 
in England, an unusual supply of gold became ne- 
cessary for carrying on the common traosactions of 
the country. Gold acquired an increased value as 
compared even with silver, and a much greater as 
compared with other commodities: the price of 
dollars represented in gold currency was about foui" 
and a quarter per cent lower at one time than at 
the other, because gold became thus much dearer 
than in its ordinary proportion to silver. It is true, 
that subsequently to the last- mentioned period, the 
price of dollars again advanced to a higher rate : 
and indeed, considering the falling off in the sup- 
plies of silver, it can cause no surprise that its price 
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should advance j yejt an increased price occasioned 
by a diminished supply of silver constitutes no 
proof, that gold has in any degree reverted from 
the high value w^hich it attained in consequence of 
the demand arising from a contracted circulation of 
the small notes. But every increase in the value of 
gold is in truth an increase in the value of all the 
circulating medium as at present regulated^ and be^ 
comes in effect an increase to the same proportionate 
extent in the amount of all taxation levied in the 
country. Let it be conceded that the increase in the 
value of gold has amounted to four per cent only j 
even upon that supposition the taxation of the Bri- 
tish people is annually augmented more than two 
millions and a quarter of pounds sterling*. This 
additional burden for one year is doubtless greater 
than all the losses sustained from the failure of 
country banks during the whole period of the 
memorable panic, at the same time the suppres- 
sion of the small notes affords no effectual security 
against the recurrence of similar distress. 

A second consequence was perhaps not adverted 
to likewise. By requiring additional supplies of 
gold from other countries, it became of course ne- 
cessary to send to them an equivalent value in 
exchange. Supposing that, in addition to the gold 
existing in the country, a further quantity of seven 



* The estimate is justly made upon the gross amount of tajca- 
tion, without deducting the expenses of collecting it. 
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or eight millions of sovereigns were required in 
order to supply the vacuum in the circulation caused 
by the partial extinction of small notes; then an 
equal amount of capital must be sent from this 
country. A permanent injury to the community 
arises from the abstraction of a large amount of 
capital, which was usefully employed either in set- 
ting labourers to work, or in assisting those with 
capital who so employed it. The capital thus ab- 
stracted purchases gold, which camiot be more use- 
fully employed than the paper currency previously 
circulating : whilst the capital withdrawn to pay for 
the gold can no longer contribute to the increase of 
national wealth. 



On the conclusion of the last war, specie to some 
extent was imported for the purpose of placing the 
circulating medium on the basis of the precious 
metals. The abstraction from other employments 
of the capital which paid for the specie was but little 
felt, because a considerable portion of the national 
capital, employed before in providing implements of 
war, was then unoccupied. But prior to the im- 
jKirtation of specie in 1826, the national capital 
had been much reduced by loans to foreign states, 
by extraordinary schemes, and by the importation 
of unusual quantities of merchandize, purchased for 
the most part at extravagant prices. These various 
circumstances had greatly reduced the national 
capital, and the employment for labourers was in 
consequence much diminished ; hence proceeded 
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one especial cause of the national distress, to which 
the abstraction of further capital usefully employed, 
in order to pay for gold, proved no small aug- 
mentation. 



In the time of this national distress, when the 
people were little able to bear the amount of pre- 
vious taxation, it was, as is before shewn, increased 
at least by the som of two millions and a quarter 
annually. The value in currency of all capitals, in- 
rested, for example, in manufactures, was consider- 
ably reduced by the diminished price of the produce, 
whilst the engagements of manufacturers, payable at 
future periods, remained undiminished. Manufactu- 
rers therefore suffered severe losses, and accordingly 
became unable to employ the same number of work- 
men as before at the former, or at nearly the former, 
rate of real wages. In like manner the value in cur- 
rency of ail the produce of agriculture was much re- 
duced, but the rents of land let on lease continued 
without alteration. Upon this occasion it was, that 
a more expensive medium of circulation became in- 
dispensible, by the partial suppression of the small 
notes; and to pay for this costly medium, the capi- 
tals, which contribute either directly or indirectly to 
the employment of workmen, were expended to the 
extent of seven or eight millions sterling. 



When the public mind is agitated in an unusual 
degree, or when distress appears almost overwhelm- 
ing, it sometimes happens that relief is sought for 



136 ON PAPER CURRENCY. [eSSAV V. 

by proceeding from ojie extreme to another. In 
consequence of too extensive issues of small notes, 
and partly by banks of insufficient property, which 
were guided by no system, it was hastily concluded 
that the notes must be wholly suppressed. By the 
immediate extinction of a part, which were volun- 
tarily destroyed by some of the banks after ascer- 
taining the intentions of government, and by the 
preparations of others for gradually withdrawing 
their issues; many manufacturers were compelled 
to limit their business. Every diminution of the 
employment of labourers in useful work, impedes 
the progress of national opulence, A slow con- 
suming' state of distress is superinduced by these 
and other circumstances, which in its result is^little 
less pernicious than the violent paroxysm. The 
people, weighed down as they were by the previous 
load of taxation, and by the consequences of mono- 
poly and restrictions, appear to sink under the last 
additional burden imposed by the increase of the 
value of the currency in which taxes are payable. 



It cannot well be disputed that a government, 
engaged to pay a large sum in annuities, acts wisely 
in defraying them in the least expensive manner 
which is perfectly consistent with good faith ; but 
to enhance greatly the value of the currency in 
which the payments are made, and without any 
appearance of a claim for such a measure on the 
part of the annuitants, was an act of generosity 
"ot to l)c hxikcd forj when the payments proved 
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already far too burdensome ; and it appears more 
injudicious than could be expected after mature 
deliberation. The executive governmenty as well 
as most of the members of the legislature who 
usually voted against the plans of the ministry, 
united, however, in decrying the small notes, al- 
though no other substitute in the circulating me- 
dium was to be provided than the expensive one of 
gold. No distinction was made between the use 
and the abuse of a system, which had on the whole 
been found beneficial to the country. 

The period of three years allowed for the con- 
tinuance of small notes in circulation has now ex- 
pired, and their withdrawal has brought with it 
a repetition of the distress of 1826. From this 
distress the obvious mode of relief seems to consist 
in the reissue of paper currency, according to the 
plan hereafter stated, and in the freedom of the 
com trade. Other measures will be suggested in 
the progress of this work ^ which would no doubt 
alleviate the national burdens, and allow more 
ample encouragement for the exercise of industry. 

Had the circulation of small notes continued, it 
was argued by some legislators, that the bankers 
issuing them should be obliged to deposit securities 
for the payment with some public officers. This 
obligation must have proved nearly equal to a pro- 
hibition of the issues, since it is improbable that a 
banker would agree to keep his property invested in 
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the public funds, or in the hands of coramissioners, 
adequate to the payment of his issues, whilst, for his 
own credit, he must also provide for paying the 
same notes on presentation at his bank. Were 
unexpected demands to arise fram other quarters, 
he might suffer great inconvenience, and perhaps 
serious injury, before he could realize the property 
pledged for notes he had paid. 

A plain mode of aflfording to the public due se- 
curity for the payment of paper currency issued by 
banking companies, appears to be found in restrict- 
ing the issues to those banks which have numerous 
partners. But as few such companies are yet 
formed, it seems politic (if a better plan be not 
adopted,) to encourage their estiibUahment by hold- 
ing out the privilege in question. To afford imme- 
diate relief to the nation from the additional load of 
taxation injudiciously imposed, by enhancing the 
value of the currency in which taxes are payable, 
and to allow the capital, which now supports the 
expense of a costly circulating medium in gold, to 
be again directed to the employment of useful 
labour, are both of them objects deserving the im- 
mediate attention of government. By accomplish- 
ing these, the people would experience relief as 
effectual as could result from a considerable reduc- 
tion in the amount of taxes. 

One mode appears easily practicable, by which 
the circulation of small notes might be restored, and 
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their issue much restricted to banks with numerous 
partners. It consists in authorising the commis- 
sioners of stamps to grant those for small notes with 
some limitations; namely, that in the first year the 
stamps be issued only to banks in which there are 
not fewer than four partners ; in the second year to 
those in which the number of partners is not less 
than five ; and in every succeeding' year one more 
in the total number of partners should be required 
in the banking companies entitled to receive stamps 
for small notes, until that in the establishments 
issuing them, there shall come to be not fewer than 
fifty partners. In order to prevent any bankers 
from providing at once as many stamps for small 
notes as would suffice for several years, the year 
when issued might be inserted in the stamp, and 
the reissue of all notes prohibited under a penalty 
three or four years after the date named in the 



It is not an impossible event, indeed, but that 
banks with numerous partners may fail in their 
payments; yet not a tenth, probably not a twen- 
tieth part of the failures could happen, in the 
common course of events, among these as actually 
occur when the partners are few in number. Were 
a bank, with numerous partners, to lose a great 
part of its capital, the misfortune would become 
known to many individuals, and could not be long 
concealed from the public. It Is of the essence of 
these establishments tliat ■inniud statements be 
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made of the" profit or loss, of their funds, and of their 
application. Should misfortunes ensue, the indi- 
vidual partners must necessarily be anxious to know 
the extent of their liabilities, and once that the un- 
prosperous state of the bank was unquestionable, it 
must speedily be compelled to divide its remaining 
property among the partners. This was the case, 
or something yet more unfortunate, with a bank in 
the county of Fife not many years ago, and more 
recently with another in Montrose, but the public 
sustained no loss with either. Did any parties 
insist upon continuing the business of a bank, 
after severe losses were known to be sustained, the 
attempt must prove abortive, for the publicity of its 
misfortunes would deprive its notes of all credit; 
as soon as they were issued, the holders would de- 
mand payment in coin. 

From the measure of restricting more and more 
the annual issue of stamps for small notes to the 
banks with few partners, an essential security ap- 
pears to result to the public: and in the po&sible 
event of a bank with many partners becoming in- 
solvent, the dividend to its creditors would not be 
of small amount, inasmuch as such banks cannot 
long carry on business unless possessed of property. 

It is to be expected, after the adoption of this 
measure, that the number of partners in banks 
would increase by degrees. Of the old banking 
firms it is probable that several would unite, were 
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the issue of small notes to continue profitable. 
Ami as the restriction on the issue of stamps is pro- 
posed to take a comprehensive effect gradually, 
time is allowed for completing all such arrang^e- 
ments as the parties find desirable. New co- 
partnerships for banking, and for the issue of 
small notes, when intended to continue for seven 
years, would probably comprise ten individuals. 
In forming- these establishments, seven years are 
an imusually short period to be contemplated. 
Fourteen years are more likely to be the shortest 
term, and then an equal number of partners, as 
there is of years, may be expected to associate, iu 
order to enable the bank to obtain stamps for small 
notes until within four years of the expiration of 
its copartnery. 

The united property of ten, or of fourteen indivi- 
duals, associated for issuing notes, must afford far 
better security to the public, than could be expected 
from most of the country banks as at present con- 
stituted. In forming establishments necessarv for a 
continuance of the issue of small notes, whether by 
the union of the old, or by the association of new 
banks, the property of the partners would be inves- 
tigated by each other before arrangements were 
settled. From inquiries of this nature, and from 
the payment of a capital to the treasury of esta- 
blishments newly formed, a tolerable degree of secu- 
rity for some years would result, and the weaker 
banks must find the necessity of withdrawing from 
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business. The character and past conduct of the 
newly proposed directoi's too would undergo a moi'e 
strict scrutiny, when partners are somewhat more 
numerous than under the actual circumstances. 



In addition to the disadvantage resulting to the 
community from the occasional inability of the 
issuers of paper currency to fulfil their engagements ; 
another and a more important detriment arises from 
the amount of paper currency being sometimes too 
much extended, and at other times too suddenly 
contracted, so as to render quite uncertain the real 
value of payments to be made at distant periods. 

The mischief, which a currency greatly fluctu- 
ating in value causes to every class in society, is of 
the most serious nature. During some years of the 
period when the Bank of England was restricted 
in paying its notes in cash, their value as compared 
with gold was depreciated from twenty-five to 
thirty percent. Here let it be observed, that this 
depreciation of the paper cnrrency was totally ex- 
clusive of the great diminution in the value of the 
precious metals themselves, occasioned by their 
being no longer required to any extent in the cur- 
rencies of seveval of the European states. This 
will be discussed hereafter. It is now only to be 
remarked, that whilst the paper issues were greatly 
extended, tlie depreciation in the value of the cur- 
rency was more than proportionate. At this period 
many a capitalist purchased land. Upon the re- 
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sumption of cash payments, and the increased de- 
mand for gold to serve as coin, he found perhaps 
that the price of land was diminished one-half. In 
this case, if the capitalist had invested the whole of 
his property in landj his vcealth as estimated in 
currency was one-half diminished. If ho honght 
about twice as much land as the amount of his 
capital sufficed to pay for, and mortgaged his pur- 
chase for the remainder of the price, the return to 
cash payments left him destitute. 

It is notorious that in this counti-y, wherever 
landed property was burdened with considerable 
claims for payment at future periods, the owners, 
upon the return to the general use of metallic cur- 
rency, were but little removed from a state of in- 
solvency. The cause may justly be attributed to 
the contraction of the currency, which attended the 
change from a paper currency alone not exchange- 
able for the precious metals to one consisting of 
gold and silver, or of paper payable in these on 
demand. The ruinous consequences of a greatly 
fluctuating value of the circulating medium are by 
no means imaginary. In addition to the destitu- 
tion of many purchasers of land ^ others who received 
it as an inheritance were sufferers to a gjeat extent. 
Let it he supposed that, in the period of the depre- 
ciated currency, a landed proprietor made his will, 
and whilst he bequeathed to the junior branches of 
his family what he considered to be suitable pecu- 
niary portions chargeable on his land, he destined 
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the laud itself to his natural heir. In these circum- 
stances, the heir, whom his ancestor desired to 
'avour, might, upon the return to cash payments, 
become insolvent from having accepted a property 
with incumbrances payable in the circulating- me- 
dium, and the other branches of the family would 
receive a greater value than was ever intended. 

Nor is the distress occasioned by a fluctuating^ 
value of the currency limited to the proprietors of 
land. Much of the commercial distress, which at 
frequent intervals has prevailed in this country 
since the period of the French revolution, must be 
ascribed to the same cause. 

Whilst the value of the circulating medium goes 
on diminishing-, the prices of commodities will, from 
this cause, advance by degrees. Every progressive 
rise in prices stimulates speculation, and this is 
frequently carried too far. Speculators when some- 
what successful become insatiable in their de- 
sires, and often purchase beyond their immediate 
means of payment. From the increased produc- 
tion and the diminished rate of consumption, which 
vei-y high real prices occasion, a recoil is inevitable, 
and then arises general distress. Upon a slight ap- 
pearance of public distrust, the country bankers 
become at first more cautious, and contract their 
issues of notes. Prices beginning perhaps to decline, 
now fall rapidly, from the effect of a decreased 
amount of circulating medium. In this state of 
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aS^rs capitalists will not lend their aid, because 
there is more than common hazard : bankers also 
look to their own secarity, and although a few may 
perceive that the distress would abate by an exten- 
sion of the currency, yet all are sensible that w^re 
only a few to attempt to stem the torrent, its im- 
petuosity might overwhelm them to their destruc- 
tion. On such emergencies the Bank of England 
has occasionally interfered, and consulted the gene- 
ral interests of the community whilst it promoted 
its own. 

The primary cause of the great fluctuations in the 
value of the currency of this country can alone be 
found in the operation of the law restricting the 
Bank of England from paying its notes in coin. 
For several years after the law passed no great de- 
preciation in the value of the circulating medium 
appeared, yet the use of gold and silver coins were 
more and more superseded, and in their place thie 
issues of paper currency were substituted. In the 
course of time country bankers gradually per- 
ceived, that their reserves might consist as well of 
Bank of England notes as of coin; and that as 
one species of paper currency was no longer re- 
quired for another that was held in general credit, 
their issues might safely be extended. Hence the 
amount of paper currency issued throughout the 
whole country was increased, as fitr as any regard 
to prudence would permit. Mr. Tooke, in a ** Letter 
to Lord Grenville on the Effects ascribed to the 
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Resumption of Cash Payments on the Value of the 
Currency/' has stated that the- issues of the Bank of 
England in notes and coin were extended after 
the passing of Mi-. Peel's Act j but this iltatement, 
if r fully ' admitted, proves nothing to the purpose. 
It is beyond all question that an excess of circula- 
ting^ i»edium greater ' thail would dtherwipe have 
Existed, had thfere'been no paper issues, must diminish 
its value. • Alid whether this fexeess proceeds fronti 
libe operatidns of the Bank of England, or from 
those of country banks, does not alter the result. 
Even if the excess in any country consisted alto- 
gether of toin, the depreciation would in like 
m&nnef follow to the extent of the expense and risk 
attendant on the exportation of the precious metals. 



f 



It may be quite true that the iissues of the country 
banks on- different occasions were limited in a 
greater degree than usual, from the low prices of 
agricultural produce; yet it is probable that the 
lofi^est priceii were chiefly occasioned by the con* 
tracted Issues of paper Currency proceedftig from 
distrust in the personal security of %riculturigts. 
Although the issues of the Babk of England in nbtes 
and coin-^^ere extended after* Mr. Peel's A ct^ yet 
thie passing of -that'lkw alarnled the country banks; 
so much' as to ieaiise U curtailment of their issues to 
arfexteiit far beyond the increase in the met^opoKs' 
tod' enhanced the value of the wholfe curreVi^ 
Whatttermighl^be Ihe Icause of thfe contraction iti 
thfe atnduift* of cii'culaling'* raediuVh, its' effect' in 
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reducing the prices 6f all commodities appears 
iindeniable. - - - — ^ 

It is of the highest importance that the conse- 
quences of the restriction on cash payments should 
be well understood. When clearly understood^ it 
seenis impossible that any similar measure can here- 
after be resorted to, or even proposed. The most 
burdensome taxation can be levied with '^me ap- 
pearance of equity and of prbportionate distribu- 
tion. The extent of the burden too can in some 
degree be estimated by every contributor ; and; by 
means 6f economy and retrenchment, the necessi- 
tons may generally diminish the amount of contri- 
bution to one tax oir to another. But violent and 
extensive fluctuations in the ya^ue of the currency 
are like the- whirl wind ; no man of property en- 
gaged in pecuniary transiactions is safe whilst the 
fluctuation's continue : those persons who from pre- 
vious-habitudes are least fitted to encounter the 
evils of poverty, have often been reduced by these 
fluctuations to the greatest, indigence, although 
they wei-e 'perhaps guilty of no imprudence, much 
less of crime. i ' , 

From the preceding observations it is obvious 
that grb^t changes in thfe' value of the currency 
prove highly detrimental to the interests of the 
people. When deliberately effected by Govern- 
ment, or under its sanction, a depreciated as well 
as^a debased currency miist equally be regarded a:s 
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a breaci) of good faith. Paper currency would 
not be received, if the people generally entertained 
a notiou that it was to be wilfully depreciated; a 
government issuing it in excess disregards the 
promise implied in first giving it circulation. When 
a government pays its debts in paper currency 
issued for the purpose in excess, it pretends to be 
just ; yet the measure, adopted to liquidate the 
claims of one party, iniquitously depreciates the 
value of the property of another. 



In times of gross ignorance almost all the govern- 
ments in Europe now and then diminished the 
quantity of the precious metals contained in their 
coins. At a later period it has been more the 
practice to issue paper currency in excess; but 
most enlightened governments are now sensible of 
the impolicy and injustice of the measure, and 
perceive that it is equally injurious as a debasement 
of the coin. Both these modes of plunder will 
alike be exploded, wherever the principles of good 
policy are at all understood. Fi-om severe expe- 
rience of the past, it is highly probable that in this 
country the people would not again endure with 
patience the issue of paper currency iu excess ac- 
companied by a restriction on cash payments ; and 
that no statesman would degrade his public cha- 
acter by advocating measures so likely to occasion 
infinite mischief. An issue of paper currency, in 
as far as it will supplant the coin without being in 
itself depreciated below the value of what it repre- 
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sentsy is a benefit of importance^ especially when 
resting on the best security, and not varying in 
amount. But when the amount is altogether un- 
determined, and when it much exceeds what would 
circulate in coin, were there a metallic currency 
alone ; then the paper currency becomes detrimental 
to the public. 

By far the most effectual mode of removing all 
the disadvantages attendant on paper currency in 
its present state appears to be found in authorizing 
its issue to a limited amount upon the credit of 
government alone. It ought to be exchangeable 
always for the precious metals which it purports to 
represent. Thus might the British people be re- 
lieved from the increased taxation occasioned by an 
enhancement of the value of the circulating me- 
dium, and at the same time the greater part of the 
national capital now employed in maintaining a 
currency of gold and silver coin might be released. 
Were the amount of paper issues determined by the 
legislature ; then the contraction and expansion of 
the currency^ and the consequent fluctuations in its 
value, would be prevented. Manufactures and com- 
merce must accordingly be placed on a more secure 
basis, and all engaged in them would no longer 
continue exposed to a state of distress equal to what 
they have heretofore experienced. 

Were a paper currency issued upon the credit of 
government and by authority of the legislature^ 
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to the exclusion of all' bank notes, an^ were the 
amount fixed to prevent excessive changes in the 
value ; [^ricei^ would no more fluctuate according to 
the varying extent of the circulating medium. No 
future issues of Exchequer bills to aid manufacturers 
and merchants would ever become expedient ; be- 
cause when the relative prices of commodities are 
alone regulated by supply and demand, actual and 
contingent, all additional means x)f supporting high 
prices, far from relieving, must add to the dis- 
tress.' . • ' . ...::' 

» - -^ ' 

Let it be supposed that ail issues 'of banknotel^ 
payable on demand were wholly suppressed : thfit 
the legislature authorised commissioners to i^ue 
paper currency of different denominations, and not 
exceeding in all forty millions sterling. This- 
anioimt would not be too large for th^ circulation- 
of Great Britain and Ireland. The greater part 
might at once be applied to pay the Exchequer bills 
isMied by the Treasury, and the surplus- would be 
employed in discounting bills accepted by public 
boards. Discoimts of a different kind should alto- 
thev be avoided. The reserve in coin for exchang- 
ing these paper issues need be very small, if dne 
regard were had to the market prices of bullion. 

It may perhaps be imagined that the' adoption of 
this plan must limit the total amount of discounts, 
and occasion inconvenience to merchants and others^ 
the magnitude of whose business depends in a great 
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degree upon the extent, of . discounts ..i^hich they 
obtain.' . All such apprehension is utterly ground* 
less. There certainly does not e^hU ^ and it 
is impossible fpr the legislature, or for ., any com- 
pany, to create . otherj means of . furnishing; dis- 
counts than what are derived, from. the. capital 
of the country. Capital, .in the form of coiB, 
can be directly applied to this purpose. .By issiies^ 
of papei". currency capital caa be released from that 
part of its employment,, which.consists in. maintaiun 
ing ant expensive metallic currency. . And when 
thus released, capital is ..applicable .to the discount 
of bills. iWere an. excess of paper currency issued 
beyond i;^hat. was requisite ' for th(^ , circulation .of 
commodities, the .amount .would. be greater thaa 
that of the , coin which had . been : necessary if. no 
paper . curi'ency existed.. This excess could Jiot 
augment the national capital ; but the value of .the 
whole currency must be depreciated. It ib .mani- 
fest that the real amount of discounts effected .by 
the immediate intervention, of all currency, din^i-p 
nishes according to the depreciation of its value. 
When the value, for example, declines a fourth 
part, it is undeniable that an amount of discounts, 
nominally equal to four millions, proves in reality 
equivalent to np more than three. i, . 

■ ■ * ' . - ., • I 

Gold and silver, coins, af well as. paper currency, 
may be depreciated from excess, were tbeir expor- 
tation prohibited, and the prohibition rigorously 
enforced. During a great part of the time when 
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the restriction on cash payments by the Bank of 
England continued, the excessive issues of paper 
currency diminished the value of the whole circu- 
lating medium. But, as the laws prohibiting the 
exportation of gold and silver coins were not effec- 
tual, their value did not fall so much as that of the 
paper currency ; this was proved on the trials of 
oflFenders for selling coin at higher prices for bank- 
notes than the law allowed. The value of gold and 
silver in coin was undoubtedly depressed by all the 
risk consequent upon the prohibition, and by all 
the increase of risk resulting from the more rigorous 
enforcement of the law. Whatever may be the ex- 
tent of the depreciation of the value of gold and 
silver in coin occasioned by an excess of currency 
united to the effect of an absurd law ; these me- 
tals, in coin or otherwise, cannot be depressed in 
value much more than the expense and estimate of 
risk attendant on exportation. Coin and bullion will 
always be exported when the difference between 
their depreciated value in one country, and their 
marketable value in another, proves more than ade- 
quate to defray the expense and to cover the esti- 
mated risk of conveyance. 



It is abundantly clear that the suppression of all 
paper currency of the banks, when accompanied 
by a similar issue on the part of government to sup- 
ply the real wants of circulation, could not diminish 
the fund which furnishes the means of discounting- 
commercial and other bills, or of lending property. 
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Discoants and loans must be obtainable with equal 
facility as heretofore, although the goyernment did 
not apply its issues directly to that purpose. The 
present holders of Exchequer bills, when paid the 
amount in a government paper currency, would 
readily embrace any judicious mode of employing 
their property to advantage, if attended with little 
risk ; and in consequence would gladly apply a 
considerable part to the discount of approved bills 
of exchange. 

It is quite erroneous to suppose that paper cur- 
rency ought to be issued in proportion to the demand 
for it by individuals at the time. If the amouut be 
too limited, then gold would be carried to the mint 
for coinage, and an increase of coin in permanent 
circulation will prove that the issues of paper might 
safely be extended. On the other hand, when the 
exportation of the precious metals in coin as well as 
in bullion is freely permitted, the continued desire 
to obtain them in exchange for paper currency 
proves that its issue is in excess. An excess of 
currency whilst increasing will often increase the 
demand for it. This may not appear at first view 
to be the fact, but will be found upon investigation 
to be true. 

As was before stated, the diminishing value of 
the circulating medium causes a gradual rise in 
prices, and gives an undue stimulus to speculation. 
The more the operations of speculators are extended. 
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the greater 19 their. demand for discounts. In the 
time of the restriction on casli payments, an increas- 
ing paper currency, issued for several yea^^ iu ex- 
cess/ encouraged all kinds of speculation on th^ 
prices of goods an4 of land. This occasidned so 
great a demand for capital, th^t the highest ^ate of 
interest, which the law altowed, was' repdily ob- 
tainable ; aiid evasions of the usury laws were of 
frequent occurrence. The circulating mediuib did 
not become more valuable, for then had the prices 
of goods declined. On the contrary the prices of 
goods in general advanced, which affords a sufficient 
proof of the fall iti value of the medium in which 
they were jmid for. But the profits of capital be- 
came greater, as is manifest by the higher rate of 
interest. In lieu of capital being more abundant 
froni the increasing issues of paper, the depreciation 
of the currency whilst going on furnished additional 
encouragement to speculators, and in consequence 
increased the demand for capital. Had no excess 
of currency existed beyond what the business of the 
country would naturally have maintained in circu- 
lation, the paper issiies had not fallen below their 
corresponding value in foreign bullion, of which the 
exportation was peimitted freely: and priices of 
goods could not have advanced in consequence of 
a depreciated currency. There might not have 
existed one of the most powerful excitements to 
speculation, and accordingly, from a less frequent 
transfer of property, fewer bills of exchange would 
have been drawn for real transactions ; from their 
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beiag a smaUeCiamaunt of bilk^: these could with-' 
out difficulty have been discoonted. . '" ^ • ' - 

The discounting of bills here alluded to, is that 
which takes place for the purpose of retaining them 
till due. Where the bills, received under discount 
in payment, are immediately afterwards ^ 'put into 
circulation, as. is often the fcase in:£ancashire, then, 
as was previously stated, they constitute a part of 
the currency. 

»"■'-' 

All kinds of paper currency issued by an arbitihiry 
government,, or where public opinion cannot ^safely 
be expressed with freedom, will always be regarded 
with distrust; smd from the numerous^ instances in 
which this species of currency has occasioned the 
ruin of many individuals, there is reasonable ground 
for viewing it with suspicion. But in ■ Great Bri- 
tain; the power, of public opinion ^controls') the 
government so effectually, that were the conse- 
quences of a depreciation of the value of the cur- 
rency generally jumderstood, there could be no ^ap- 
prehension entertained of a circulating; jnedium in 
paper being issued in excess under the authority of 
the state. < ; • •: 

There is no parallel between the actual circum- 
stances in other countries where paper currency 
circulates in excess, and those existing in the Bri- 
tish dominions. Here, experience of the past 
will long continue to prevent the renewal of re^ 
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strictions on cash payments ; and the general voice 
of the people, deprecating measures so fraug'ht 
with ruin, must have due eflFect upon the proceed- 
ings of the legislature. The actual state of the 
paper currency in other countries may therefore be 
adverted to, without causing a suspicion, that similar 
consequences could now follow its adoption under 
a government constituted like our own. 

The circulation of Russia consists almost wholly 
of paper currency. In former times Its value fluc- 
tuated greatly, but of late years has undergone no 
important variation. Its depreciation has long 
been considerable ; a silver rouble is worth thirty- 
six, whilst the paper rouble is estimated in the pur- 
chase and sale of bills of exchange from ten to 
eleven pence sterling. When Russia engages in a 
war likely to prove expensive, there naturally arises 
some apprehension of additional issues of paper 
currency. From anticipation of this event, and 
without more certain grounds than general supposi- 
tion, the rates of exchange between Russia and 
other countries have sometimes varied five or six 
per cent, shewing a temporary depreciation in the 
value of Russian currency caused by public opinion 
alone. A similar occurrence took place in London 
upon the return of Buonaparte from Elba to Paris, 
and to a much greater extent. 

L'pon the commencement of the war between 
Russia and Turkey an immediate increase of paper 
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currency by the former was rendered unnecessary, 
owing to the tribute received just before from the 
Persians as the price of peace. Such variations as 
are mentioned in the value of the currency do not 
occur frequently, yet when they take place, they 
prove detrimental to the community. Every vari- 
ation of importance influences the prices of all 
goods at market, and when sudden, or even imme- 
diately apprehended, will occasion embarrassment 
to trade. Notwithstanding these disadvantages, 
commerce flourishes in the Russian empire, and 
the national prosperity is in progressive augmen- 
tation. 

In no country perhaps is the paper currency 
regulated more injudiciously than in Denmark. 
During the war with Great Britain an excess was 
issued, and the value underwent great depreciation. 
A Danish loan of three millions sterling was con- 
tracted for in London in 1819, and about the same 
period a new bank was established at Copenhagen. 
It issues notes convertible into coin at the will of the 
holders, but in Denmark Proper, where these notes 
chiefly circulate, there continues much of the depre- 
ciated paper currency, which existed before the 
establishment of the bank, and which is not con- 
vertible into any other species of currency. Its 
value fluctuates to a great extent, and from the 
most uncertain causes. To create, as it were, addi- 
tional embarrassment to trade, the government 
interferes every three months, and fixes for the sue- 



158 ON PAPER CURRENCY. [l SSAY V. 

ceeding quarter the rate at \i'hich one of these 
descriptions of paper shall be Exchangeable for the 
other, and without in any way regarding the market 
price of that which is depreciated. 

: Of other descriptions of paper currency issued by 
diffevent goyernnaients some mention will be made 
hereafter. What has now been stated is sufficient 
to^ prove i that, this kind of circulating medium when 
properly regulated will be attended with benefit ; 
at the same time it us liable to great abuse. The 
like .remark is equally applicable, however^ to the 
issue of coin and its debasement. • 

Another objection, to paper currency rentains yet 
to be noticed. It is that' which alleges it to be the 
occasion of frequent forgery. Every diligence 
seems to have been used on the part of the Bank of 
England to make the forgery of its notes more 
diffiouky but almost without success ; because im-* 
presstdns from :eiigravings of superior executian 
cannot he made, wit^ due effect, upon the kind • of 
paper which is suitable for nfotes to be used incon- 
stant circulation; Forgers too have no doubt in- 
curred! considerable expense to: obtain thetnost cor- 
rect imitations of the ^nuine notes. For same 
years the issue of ^>notes of one and tW6^ ^pounds by 
the Bank of England ^aihoun ted to more than sevbn 
milltonsy and were so "widely distributed as to offer 
many chances of escape to the forgers. To render 
the circulation of forgeries of notes issued by go- 
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vernment less practicable, the genuine could be 
varied for circulation in different counties by 
changes in the engraving* and colour, and by 
issuing them for unequal sums. By such precau- 
tions there would not exist the same prospect of 
advantage, which has induced forgers to incur 
much expense in executing good imitations. By 
making an examination of notes more speedy in 
different districts, detection of the spurious would 
follow so soon after they were issued, that there 
could be no greater temptation to pass forged notes^ 
than now exists to circulate false coins. 

On the other hand, one of the advantages attenci- 
ing the use of paper currency is, that it affords some 
protection against robbery, by facilitating the re- 
covery of* property of this kind when stolen, and 
tlie detection of the offenders. Coins in general 
cannot be identified, but bank notes, from being* 
numbered and dated, may often be traced to the 
possession of different parties, and payment of what 
ate lost can frequently be delayed until timS is 
afforded for proper investigation. 
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ESSAY VI. 



ON THE IMPORTATION AND EXPORTATION OP 

GOLD AND SILVER. 



Many people, and among these some who possess 
good information on commercial subjects, appear, 
even in the present day, to regard the importation 
of gold and silver as a benefit to the country grater 
than results from that of other commodities, and to 
consider the exportation of the precious metals as a 
national detriment. Such persons do not seem to 
bear in mind that the foreigners, who send gold 
and silver to this country, take away what they 
deem to be of greater value, in like manner as if 
they sent other goods : the exporters of the precious 
metals to other countries calculate fully upon ob- 
taining from thence a greater value in return, and 
were no benefit to result, the exportation would not 
be continued. This argument will be stated more 
at length in the essay treating of the employ- 
ment of capital in commerce. 

The importation or exportation of gold and silver 
does not, necessarily, imply the transfer uf capital 
from one country to another for the sake of perma- 
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nent employment. Either of these, like the impor- 
tation or exportation of any other commodity, is 
most frequently the exchange of the excess of one 
kind of capital which cannot be so usefully employed 
where it is, as if it were forwarded to another 
country for the s^cquisition of a different kind of 
capital, from which the owners expect a greater 
benefit. It deserves to be remarked also, that the 
permanent transfer of capital from one country to 
another can be effected with as much facility by the 
mission of suitable goods, as by that. of gold or 
silver. 

After a quantity of currency, whether in coin or 
in paper, is provided sufficient for the ready inter- 
change of commodities to be circulated, then no 
addition to this quantity^ whilst it remains in the 
country, can add to the national opulence, or to the 
sum of necessaries and conveniences to be enjoyed 
by the people. Luxuries may, indeed, be increased 
by a greater supply of gold and silver, yet in so 
trivial a degree as to be scarcely deserving of notice: 
a larger quantity of plate might then be purchased 
for the same expense as a less would otherwise have 
cost : this is the extent of the benefit. But by in- 
vesting a greater part of the national capital than 
is necessary in the purchase of the precious metals, 
whilst their quantity is superfluous, detriment re- 
sults; for, were the excess exported, commodities 
might be brought back in exchange, that would 
yield advantage. 

M 
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The possessors of the circulating; medititn, like 
other people, desire to employ advantageously the 
greater part of their property. An increase of car- 
rency causes more competition for its beneficial em- 
ployment, and in consequence^ the nominal prices 
of Commodities rapidly advance. But if the inci^ease 
tof currency is hot likely to be pernianeht, the pos- 
seissc^rs Will prefer employing it in the discotitit of 
bills, rather than iti the purchase of cbmmoditifejs j 
^hd, fol* a short period, the rate of discount Inay 
l^dmewhat decline. After prices have advanced, a 
new relation is established between the mediuiji of 
circulation and the commodities circulated ; conse- 
quently there i^ tio longer continued the same de- 
gree of competitimi for the employment of cttrriency. 
If its increase in all countries were proportioned to 
the value of comikiodities circulating in each i^e- 
spectively, then no transfer of the precious metals 
Wotild ensue$ for all nations must possess the siattie 
i*elative quantity of currency as before. But Upon 
fin iaugmtentation of the quantity in $ome countries 
only, priciBs would advance thfere alone ; probably 
khey might not rise in proportion to the es:<^^ of 
the drculating medium, under an expectation that 
a part 6f the curfenl coin would be exported : yet, 
if little or no a>itt be in circulation, of if gold and 
salvier in coin 6v in bullion be nX>t obtainable without 
a premium, then prices will advance according to 
the depi^ciation of the currency. Should specuW- 
titott follow, and bills of exchange a,nd bank notes 
both circulate, and can be increased for a tittife, 
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almost at the pleasure of people in good credit; 
prices may rise out of proportion tp the extent of 
the increase of currency. According as real prices 
advance, the inducement to import foreign goods 
increases ; to pay for these goods, coin, or whatso- 
ever will prove an advantageous remitts^nce to other 
countries, is exported. 

In a short time the superfluity of currency in 
one country may become much greater than in 
another. When paper currency is once introduced, 
and obtains general circulation^ there will exist too 
great an amount of the medium for the interchange 
of commodities, if they remain nearly the same as 
before the use of paper currency. In this event 
the value of the whole circulating medium will be 
depressed as compared with commodities, until its 
quantity is diminished either by exportation of coin 
or in some other way. Upon the general adoption 
of paper currency in any country, it therefore fee- 
comes profitable to export a part of tk^ coin which 
previously circulated. The exportation is naturally 
made to that foreign country, where the circulating 
medium is least abundant as compared with the 
value of commodities in circulation. An exporter 
of gold and silver desires to obtain for them a greater 
value than if he exchanged them at home. He ex- 
ports them &i* the sake of a profits ai^d directs that 
exportation to the place from whence he can obtain 
the greatest value in exchange. ' 
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According to the extension of paper currency in 
any country, whilst the value of commodities to be 
circulated remains nearly the same, the inducement 
to export gold and silver coin will increase. A 
greater portion of the circulating- medium becomes 
superfluous. The nominal prices of goods con- 
tinue to advance to high rates compared to what 
they would attain without an increasing superfluity of 
currency. It consequently becomes more and more 
profitable to receive goods from foreign countries^ 
and to send away gold or silver coin in payment, 
so long as it is obtainable without a premium. 
Other goods are not then exported in return for 
what arrive, because the prices being enhanced 
from a superabundance of currency, the expor- 
tation of goods at high prices offers no probability 
of advantage. 

So long as paper currency continues payable on 
demand in gold or silver coin, the paper cannot 
be depreciated beyond the rate of expense and risk 
attendant on the exportation of the precious metals. 
In this event the profit on their exportation cannot 
exceed what it would amount to, were there an ex- 
cess of coin alone. But after the holders of paper 
currency can no more obtain payment on demand 
in gold or silver, the paper becomes more and more 
depreciated according to its superfluity. Under 
such circumstances, the profit on exporting gold 
or silver will continue to increase, provided they can 
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be obtained without payment of a premium ; and 
this export would proceed with greater activity, 
until no more coins were obtainable on the same 
terms. 

A similar result will follow, when other coins, 
very inferior in intrinsic value to those previously 
circulating, are issued to a greater extent than ne- 
cessary for the interchange of commodities. The 
best coin will, in proportion to the total excess of 
currency, be exported. In Brazil both paper cur- 
rency not payable on demand in gold and silver, 
and an inferior copper coinage, have been put into 
circulation, and to an extent so great that gold and 
silver coins are never met with in those provinces 
where the paper currency or the inferior copper 
coins abound in excess, unless on payment of high 
premiums ; even at high premiums the coins of the 
precious metals are scarce. In some provinces, 
in that of Pernambuco for example, the common 
descriptions of paper currency do not circulate, and 
the copper coins are not in such excess as in other 
districts; consequently the premium on gold or sil- 
ver coin is not extraordinarily high. So long as the 
total quantity of currency in Brazil was not exces- 
sive, the gold and silver coins circulated in common 
with other currency of less intrinsic worth, and no 
one ffave more for the best than for the inferior cur*- 
rency. But when first the inferior copper coins 
became more abundant, and afterwards upon the 
introduction of paper currency, the whole amount of 
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the circulating medium exceeded what was neces^ 
sary for the interchange of goods; the most va- 
luable coins were sought after for exportation, and, 
with the increase of currency, could only be ob- 
tained upon payment of a premium. 

A singular occurrence is said to have taken 
place many years ago in the province of Minas 
Geraes, which illustrates the effect of a superfluity 
of currency, although it may consist of coins pos- 
sessing the greatest intrinsic value. It is in that 
province where the gold of Brazil is chiefly found. 
A fifth part^ or a quinto of the gold, was till lately 
payable as a tax to the government. To avoid pay- 
ment of the tax, the Mineiros bethought themselves 
of coining their own gold into meyas dobras^ or 
joanese, equal in weight and in fineness to the coin 
from the royal mint. The gold being at that time 
collected almost wholly from the washings of the 
beds of rivers^ and of the deposits of alluvial soil, 
in small quantities, and at various places greatly 
distant from each other, no accurate account could 
be kept of the total collections. As a precaution 
against smuggling, the government caused all 
outlets of the province to be carefully watched by 
double lines of revenue guards placed at convenient 
distances. They seldom failed to examine "with 
strictness the persons proceeding out of the pro- 
vince, and the moveables conveyed from it; they 
were especially encouraged to prevent any gold in 
dust, or in bars, irom being carried away, unkss 
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accompanied by a certificate of the payment of the 
quinto. No diamonds whatever are allowed to 
pass, unless mider immediate charge of the agents 
of government. But, by the private coinage of 
the gold, currency increased, and prices of all com^ 
modities advanced in consequence ; the high prices 
ofi^ered a temptation that was universal to introduce 
good^, and to export the superfluous corn. There 
was no longer any necessity to offer direct bribes to 
the guards : the general state of prices afforded 
tbem sui^icient encouragement to aid* in the in- 
troduction of goods, and in carrying away the 
gold coin. A rapid diminution in the produce of 
the duty on gold soon excited attention, s^nd the 
cause did not remain long undiscovered. In conse- 
quence of what had occurred, no gold coin was 
permitted to circulate in the province, and as 
is related in No. 22 of the Appendix of Accounts 
to the Bullion Report of 1810, gold dust, for many 
years afterwards, was the common medium of 
exchange in Minas Geraes. The duty is now re- 
duced, with some exceptions, to five per cent, and 
former restrictions are in a great degree rendered 
unnecessary. 

li appews, therefore, that wherever currency be- 
comes superabundant, the prices of goods are en- 
hanced beyond their value in other countries, to 
and from which a free trade in these goods is per-^ 
mitted; consequently every advantage which the 
possessors of currency could derive from employing 
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it, when superabundant, in the purchase of goods, 
is either diminished, or wholly withdrawn. The 
price of all raw materials, of machinery, and also 
the rate of wages, advance in proportion to the di- 
minished value of the currency ; the possessors of it 
can, therefore, gain no especial benefit from em- 
ploying their property in producing new goods, 
although the prices be higher. It is indeed pos- 
sible, that a positive rise of prices may not follow 
an increased abundance of the circulating medium, 
but they may only remain the same, and be prevented 
from undergoing that decline, which must otherwise 
have ensued, had no augmentation of the currency 
taken placre. Prices which are comparatively high, 
when estimated in the precious metals, operate 
against the exportation of goods, and in favour of 
their importation, provided a free trade in coin be 
permitted. The possessors of the circulating me- 
dium, or some of them, are encouraged by the 
high prices of goods at home to import additional 
quantities from abroad; many importations will 
alter the rates of exchange with foreign countries, 
in a sufficient degree to superinduce the exporta- 
tion of gold and silver, especially when the ex- 
portation of other commodities is unusually limited. 
The exporters of specie may not be the same per- 
sons who possess a superabundance of currency, 
nor who import foreign goods ; coin and bidiion 
are, however, exported, whenever the rates of 
exchange make the operation advantageous. The 
remitters of the precious metals will be numerous. 
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and the operation advantageous, when the ex^ 
portation of goods is limited, and the importation 
large. 

On the other hand, when currency is deficient in 
the quantity required for the circulation of goods 
in one country, as compared with the amount used 
in circulating goods among other nations; prices 
will be low where the circulating medium is re- 
latively contracted : the possessors will then find 
suflicient employment for it at home. Prices which 
are low, if estimated in gold and silver, encourage 
the exportation of native productions, and operate 
against the importation of foreign goods. An in- 
creased exportation, combined with a diminished 
importation of merchandise, if in any degree ex- 
tensive, will turn the balance of payments in favour * 
of the country; and should no national expenses 
abroad supervene, the rates of exchange will vary, 
so that the balance may be liquidated, most advan- 
tageously for individuals, by an importation of bul- 
lion, or by the return of what national coin can be . 
found in foreign countries. This would continue 
as long as the deficiency existed in the circulating 
medium, but when that was supplied, a greater 
quantity of the precious metals would be super- 
fluous, and their importation to serve as currency 
must be unprofitable. 

To explain correctly, some of the circumstances 
producing and attendant upon the importation and 
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exportation of the precious metals, it may some- 
times be necessary to advert to the rates of exchange 
between different countries. These vary according 
to the state of the currencies in each respectively. 
A rise in the exchange indicates, according to the 
mode of its calculation, either a greater deprecia- 
tion in the currency of a country, or exactly the 
reverse ; and so does a fall in the exchange. The 
mode of calculating the exchange shews, therefore, 
in what point of view a rise or a fall in the rate 
must be considered. In Great Britain, the ex- 
change upon Russia, for example, is calculated at a 
variable number of pence sterling per rouble; 
upon Portugal at so many pence per milreis ; and 
upon Spain at so many pence per current dollar. In 
all these examples, it will be observed, that the cur- 
rency of Great Britain constitutes the variable price; 
the rouble, the milreis, and the current dollar, do 
not vary in this mode of calculation ; in other words, 
the invariable price is stated in foreign currencies. 
According, therefore, as the value of the British 
<nirrency increases, the exchange on Russia, Por-f 
tugal, and Spain will fall — that is, a less quantity 
of British currency would purchase a determinate 
quantity of the currency of these other countries. 
But should the value of British currency be dimi* 
nished, the exchange on Russia, Portugal, and 
Spain, will rise, because more of the circulating 
medium of this country would then be given for a 
fixed portion of that of those particular nations* 
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The exchanges with France, Holland, and Ham- 
burgh, are calculated in a mode altogether con- 
trary to what has just been stated. On Paris 
the exchange is calculated at so many francs and 
centimes per pottnd sterling ; on Amsterdam, at so 
many florins and parts of florins per pound ster- 
ling ; and on Hamburgh at so many marcs and 
schillings banco per pound sterling. In all these 
examples the variable price is found in the foreign 
currency ; the fixed or invariable price is the pound 
sterling. Hence it is evident, that upon every 
increase of the value of the British currency, these 
exchanges will rise, and a greater amount of the 
currency of other countries will be paid for the 
British. The exchange on the same comitries 
will fall as the value of the British circulating 
medium decreases. 

The cambists or dealers in foreign bills of ex- 
change are ever ready to purchase, or to sell such 
bills, and more especially when an importation or 
exportsi-tion of specie will yield them a profit upon 
the combined operation. 

In countries where the precious metals form the 
basis of the circulating medium, the rates of ex- 
change with other countries, having a currency 
equally fixed, will always indicate, when varying 
beyond a certain limit, the balance of payments 
desired to be made ; and this balance, when not 
liquidated by bills upon some third country, is 
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frequently the cause of the transfer of the precious 
metals from one nation to another. When the 
exportation of coin and hullion is unrestricted, and 
when the same precious metal constitutes the basis 
of the circulating medium in two countries between 
which exchanges are negociated ; the rate cannot 
well vary more from the par estimated in coins of 
the same precious metal, and having due regard to 
their hneness, than the expense of conveying coin 
from one to tlie other country, and adding a very 
trivial rate of profit. But where the basis of the circu- 
lating medium consists of gold in one country, and 
of silver in another, then the variation from the par 
iu the rate of exchange between the two countries 
may not only extend to the expense of conveying 
the coin, but likewise to every difference that occurs 
in the relative value between gold and silver. The 
difference in the relative value of these metals is 
sometimes changed more rapidly than would gene- 
rally be supposed. As was previously stated, the 
price of Spanish hard dollars, estimated in British 
gold coin, exceeded in 1825 more than four per cent 
their price in the following year. 

During time of peace the expense of freight 
and insurance on coin sent from one country in 
Europe to another is small, and consequently the 
variation in the rates of exchange cannot be consi- 
derable, whilst the free import and export of coin 
and bullion is permitted, and no excess of depre- 
ciiiled currency is issued. But every circumstance. 
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altlioiig'h producing but a small result, is sensibly 
felt on the current rates of exchange, and should 
be noticed, in order to form a proper estimate of 
their approximation to the par. For example, the 
actual rates of exchange in one Eiirojiean city on 
another are, for the most part, negocialed on bills 
payable three months after date. Were a remit- 
tance of the precious metals made in lieu of these 
bills, two-thirds of the time would almost always 
be saved, and the interest for this period should 
enter into calculation. Had the Bullion Committee 
adverted to this circunistance in 1810, when the 
rate of interest for capital was high, the deprecia- 
tion of Bank notes must have appeared to be about 
one per cent more than by their statement. 

^ Although the sums to be remitted from one 
Icountry to another were altogether of large amount, 
yet if the remittances be made gradually and 
dispersed over a considerable period of time, the 
exchanges will be but little affected. In there- 
port of the Commons' committee on the resumption 
of cash payments by the Bank of England, it is 
stated, that the Dutch capitalists embarked to a 
very considerable extent iu the foreign loans prior 
to 1819, and were supposed to have taken nearly 
three-fourths of those made by Russia, but no sen- 
^$ihle effect was produced upon the exchanges or 
ajrrency of Holland. It must however be re- 
larked, that the Dutch had large property invested 
iiious ways in foreign countries, and much of 
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this \^as no doubt applied to the purchase of their 
Russian stock ; consequently to this extent, neither 
the rates of exchange nor the currency in Holland 
could be influenced by the operation. A sale of 
stock in the British funds, and the application of its 
proceeds to a purchase of Russian government 
stock, although made for account of a merchant 
in Holland, could produce no immediate effect upon 
the exchange or the currency in that country. 

When the payments to foreign countries are very 
milch larger in amount than common, they may 
produce a sensible effect on the rates of exchange. 
These will be more or less influenced according to 
the extent of payment, the period in which it is to 
be completed, and the probability of similar large 
payments being continued ; yet these causes may 
be rendered nugatory, and the effect itself be 
wholly counteracted by a considerable alteration in 
the amount, and consequently in the value of the 
circulating medium. 

By the Commons' report before-mentioned it 
appears, that Mr. Rothschild stated the effect on 
the French exchanges produced by the heavy con- 
tributions which France paid to the allied powers 
to have been from one to one and a half per cent. 
This was no doubt quite correct in anticipation of 
the payments, and probably at the period when 
some of them were made. It does not contradict 
die statement of Mr. Huldimand, who says, '* I hap- 
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pened to be in Paris in October last, when the 
bank of Fmace reduced iU iasues upon discounts 
very considerably and suddenly j the distress and 
failures that took place in consequence of this 
measure went much beyond what any merchant 
would hfiive anticipated. The issues of the bank 
of France upon discounts at that period were 
" 130 ihillions of francs, which was more than 
double the highest amount that was ever pre- 
viously known; I believe the discounts usually 
** run from 25 to 35 and 40 millions. This step 
on the part of the directors of the bank of France 
was occasioned by the following circumstances: 
the metallic currency was leaving the country in 
every direction, owing in all probability in some 
trifling degree to the over-issue of the paper; 
partly to some large financial operations in 
^^ Russia, and partly to the enormods payments 
" that France had engaged to make to foreign 
powers, which amounted to nearly twenty mil- 
lions sterling. The Paris bankers, therefore, 
anticipating a great demand for bills upon all 
foreign countries, were remitting specie to meet 
^* the drafts which they intended to negotiate to 
the agents of all those foreign powers with a 
small advalitage upon tbeir remittance. The 
" sudden diminution^ however, of the di.scounts 
^^ of the bank caused the exchanges to turn in 
" favour of France, and immediately paralyzed all 
those operations; the metallic currency made 
a retrograde movement^ and was returned to 
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" Paris, and to those parts where the greatest 
'* distress had been felt." The bank effected the 
reduction in its issues ^^ in a manner that appeared 
to me very sensible, and well adapted to the 
purpose ; it diminished the number of days' date, 
" at which bills should be discounted, from ninety 
to sixty; and finding this not sufficiently effectual, 
it further diminished the term to forty-five 
days." 
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In Mr. Baring's examination before the same 
committee he states : " I recollect in Mr. Pitt's loans 
" in the early part of the war, the amount of foreign 
payments was always anxiously inquired after, 
and it was considered that a payment of any 
sum abroad was of more importance to the 
*' lenders, than twice or three times the same pay- 
ment at home,' because they were aware from 
experience, that these payments forced the bank 
** under the then system to a contraction of issues, 
" and that that contraction of issues produced a 
" scarcity of money." Thus it appears that, prior 
to the restriction of cash payments, when large 
national expenditure was incurred abroad to be 
paid for in this country, the demand for specie 
became so great, as to force the bank of England 
to contract its issues to an extent that produced the 
inconvenience attendant on an enhancement of the 
value of the currency. This demand for specie, 
arising in consequence of national payments to be 
made abroad, could only be for the purpose of ex- 
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portation. Had the amount of bank notes been 
suflScieiitly reduced, the specie would speedily have 
been brought back, for no country will ever ex- 
perience a want of the precious metals when both 
willing^ and able to pay for tbeni. By reducing 
the amount of circulating medium, all goods fall 
lower and lower in price; consequently foreigners 
become more and more desirous to buy, at the same 
time that they send few goods for sale, preferring 
on such occasions to remit specie as being a means, 
more advantageous than any other, of paying for 
their purchases. 

When coin is exported either for foreign payments, 
or with a view to mercantile profit, it is evident that 
a preference will almost always be given by the 
exporters to the particular coins, which contain the 
greatest quantity of the precious metals, as com- 
pared with the price at which the coins can be 
purchased. It is not usual in Great Britain for 
any part of the national coin to be sold at a pre- 
mium, and indeed the present regulations of the 
currency prevent it. During the restriction, how- 
ever, of the Bank of England from making pay- 
ments in Citsh, the sale of gold and silver coin at a 
premium would openly have taken place, had it not 
been prohibited by law. In other countries where 
no such prohibitions exist, several coins vary in 
their market price. Gold coin at Amsterdam is 
almost always at a premium. In the United States 
of America it was common some years ago for the 
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hoMera of siltef dollat-s tti obtain a small pretuitttti 
for them. All the gold and silver coins of Brazil 
are sold in tliat country at premiuhis, varying' in 
Some degree according to the proportionate weight 
ftnd fineness of the pieces, but more especially 
according to the greater or less depreciation of the 
circulating mediutn in the province where the 
purchase and payment is made. At Buenos Ayrei, 
a hnndred silver dollars purchased during the war 
■with Brazil more than three hundred dollars of the 
paper currency* of the national bank; yet these 
last were legal payment for the full value they 
expressed, although the debt bad been contracted 
when the (iarrency consisted of coin alone. The 
quantity of fine gold or fine silver, which every 
coin confainaj is the foundation of its vaUie in a 
fijreign conntrj', whether compared with bullion 
Or with other merchandise. Sdch is the general 
fble, from which there are occasional exceptions; 
but it is certain that particular coins will almost 
always be selected for sending to otiier countries 
according to the portion of the precious metals 
which they contain in purity, as compared with 
their cost. 

The exceptions to this general rule have their 
origin in particular circnmstances. When British 
merchants were anxious, as is related in a former 
Essay, to provide funds in the northern provinces of 
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Brazil for the purchase of cotton soon after the 
opeuing' of the ports of that country to free trade ; 
they paid somewhat more than the value in bullion 
for much of the ^old coin of meyas dobras, which 
they desired to send to Brazil. The success of the 
adventures depended upon the celerity with which 
the operations were conducted, and no time was to 
be lost for the sake of saving a small expense. 

Were the British government sendingoiFa hostile 
expedition in time of war to carry on o[jerations by 
land in a foreign territory ; it would no doubt he 
willing to pay, if it were requisite, somewhat more 
than the common bullion price, in order to obtain 
a portion of the coin of the country to which its 
armament wait directed. 

In consequence of the regulations adopted for the 
British silver coinage, there is little doubt that a 
small premium Ijeyond it^ value in bullion will be 
paid for it abroad, for the purpose of sending it 
back to this country. The British government sends 
silver coin to its distant possessions, India excepted, 
under the expectation that the coin will continue to 
circulate there j but as soon as it tan be obtained 
iu sufficient quantity to become worth the attention 
of merchants, it is sent back to this country as a 
profitable remittance, which it uniformly proves to 
be, for in this country silver coin will purchase a 
greater quantity of gold thnn ihe same quantity of 
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silver bullion can purchase in any other. TheftJ- 
lowing detail wili make this sufficiently apparent. 



Abont the middle of the last century whilst the 
silver coinagfe continued at the rate of sixty-two 
shillings for the ponnd of standard silver, that 
metal seems to have been undervalued in propor- 
tion to gold. Soon afterwards the produce of the 
silver mines greatly increased, and the annual sup- 
plies of gold were diminished. A new relation was 
consequently established between the value of the 
two metals, and according to their present prices 
in the bullion market, standard silver would be 
overrated at sixty-two shillings the pound in 
proportion to standard gold. By the new coinage 
of sixty-six shillings from a pound of standard 
silver, this metal is very much overrated in 
the coin as compared to its market price, or 
to its value in gold. It was immediately after 
having assigned this high value to silver in coin, 
that the British government set about introduc- 
ing it into the currencies of the distant depen- 
dencies of the empire. But as the new silver 
coinage, for every fourteen ounces and a quarter of 
fine silver which it contains, will exchange for an 
ounce of fine gold in Great Britain ; whilst in all 
other countries fifteen ounces and three quarters of 
fine silver are required to purchase an ounce of fine 
gold ; it therefore follows, that our silver coin does 
not remain abroad : it is sent back to this country. 
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as being' by far the best market for it. By our law 
twenty British shillings are declared to be equal to 
a gold sovereign, but the same sovereign will ex- 
change in the bullion market for more silver than 
is contained in twenty-two shillings. Our law de- 
clares that the quantity of 6iie silver contained in 
twenty shillings shall be equal in value to what 
every body estimates at eighteen only, when stated 
in gold at the market price: consequently in all 
other countries twenty British shillings willonly pur- 
chase about nine parts in ten of the gold in a sove- 
reign, and the British silver coin is therefore sent back 
to Great Britain, where it is so overrated in the coin- 
age, that it will purchase much the greatest value. 

Supposing a merchant in Gibraltar had occasion 
to place funds in Loudon, he might, in ordinary 
circumstances, incline to send Spanish dollars. At 
the present price of four shillings and nine-pence 
per ounce, he would be obliged to send as many as 
contained fifteen ounces and three quarters of fine 
silver for every ounce of fine gold in our sovereigns. 
Should he by good fortune find British silver coin 
with- which to make his remittance, he need send 
no more for evei-y ounce of fine gold to be placed 
here than what contain fourteen ounces and a quar- 
ter of fine silver. In this calculation no account is 
made of the freight and insurance, because these ex- 
penses on the mission of the one, are equal to what 
they must be upon sending the other coin. Some 
small chai'ges of sale would be incurred after re- 
ceipt of the dollars, which the merchant might save 
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by remitting national coin. U]>on the whole trans- 
action he wonid benefit more tlian ten per cent by re- 
mitting British silver coin in lieu of sending- dollars ; 
and dollai-s are here mentioned as an example only, 
for the same reasoning applies to all other foreign 
coin and to bullion. With such a profit it cannot 
be supposed that any British silver coin will long 
remain out of this coutitry ; on the contrary, it is 
probable that in many places abroad merchants 
will give a small premium for it, in order to secure 
a mode of remittance so advantageons. 



The preceding observations shew that the British 
silver coin will all be sent back to this country, npon 
the supposition of persons resident abroad having 
occasion to place property het*. Yet the same 
result would follow, although no <Mie had any ne- 
cessity to send property to Great Britain, but 
desired only to gain a profit by returning the silver 
coin as a mercantile operation. If a merchant at 
Gibraltar collected a qaantity of British silver coin, 
and sent it to London, instructing his corres- 
pondent to remit the amount in gold or in a bill 
of exchange to any city on the continent «f Europe, 
the pi-ofit would be well deserving his attention. 
Should he, upon sending oflP the silver coin to this 
country and directing his agent here to insure it, 
desire to realize his profit immediately, or find it 
inconvenient to employ his capital in this way, he 
could draw bills in Gibraltar against the proceeds 
of his mission to England at that rate which would 
certainly leave hiui a profit, because all tbrt-ign ex- 
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changes with this country are now regulated upoii 
the principle of our gold coiji being of a fixed 
weight and purity, and of its exportation heiDg; 
unrestricted. 



In this country the British silver ooju in m.9in^ 
tained ahove i(« relative value, becagse twenty shil- 
lings are declared by law to be equal to a gold sove- 
reign. The same ^old coips do not circulate in 
the foreign dependencies, and consequently tl*« 
silver coin is not supported there in its value be- 
yond that of silver hullion. It is "^ent from the 
places, where it is ohtainahle at an ordiuttry price, 
to this country, where its value is enhanced artifi^ 
cjally by the law. Silver coin is indeed a legal 
tender for no greater amount than fofty shillings. 
But when its quantity exceeds what is required for 
circulation, the dealers by retail will receive a greater 
portion than tbey can easily pay away, should thesr 
creditors refuse to accept of niore than tii^ law 
prescribes. Wholesale traders, to preserve their 
customers, will accept «f silver coin in payment 
£rom the retailers to larger amounts than forty shil- 
lings. There are few people also in common life, 
who will refuse payment of a debt, although tw>^jity- 
£ve pounds, tfae ancient limit for which silver 
coin was a legal tender, or even although a larger 
part of the debt were thus offered : rather than 
enter into proceedings at law, or than remain un- 
-jiaid for a short time, if a very favourable opinion 
■ was not e.ntertaiii€ii of the res,poosibility of the 
debtor, most creditors would accept of any reason- 



I. 
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able amount of silver coin. Were any large quan- 
tity of it, meant for the currencies of the foreign 
settlements, to be returned to this country, and to 
get into circulation here, it must cause some ex- 
cess in the whole amount of currency, and conse- 
quently some depreciation in its value. And al- 
though the excess might not prove so great in de- 
, gree as to force, yet every depreciation, however 
small, will favour the exportation of the gold 
coin *. 

When gold or silver is coined to represents value 
disproportionate to that in the market, or when two 
coins of the same precious metal are not of the 
weight or purity proportioned to their respective 
dfinomination of value in the currency ; it is evi- 
dent that, when no premium is payable beyond the 
value assigned by law, the particular coin will be 
preferred for exportation which contains the great- 
est quantity of the precious metal in purity, and is 
not overrated in its current value. In the country 
of their origin, when there is no excess of currency, 
the coins circulate at the rate assigned by law, but 
that law does not regidnte their value in foreign 
markets. If a greater quantity of currency circu- 
late than is required for a medium of exchange, its 
whole amount will be depreciated, and consequently 
there must result much encouragement to export 

* Some alteration in tbe impression on silver coins for the 
roloiiiea la notr introdnced, to prevent their circulation in Great 
Briltun ) their taliie iu tlie colonies ie therefore reduced. 
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the coin of the greatest proportionate value. When 
the circulating medium becomes excessive in quan- 
tity, the value of the inferior coin is no longer sup- 
ported by that of the best, but the best coin will be 
depreciated with the whole mass in circulation to a 
degree sufficient to encourage its export. The best 
coin, when its value is restricted by law, will not 
purchase more goods than are given in exchange for 
the most inferior coin, haling due regard to their 
respective denominations. Accordingly, when the 
price of merchandize advances from an excess of 
currency ; it will follow, that the best coin must 
prove an advantageous remittance to other coun- 
tries, where its proper relative value is appreciated, 
where it will purchase more goods in proportion 
than inferior coin, and where no lawcompela its 
circulation below its proportionate value in the 
bullion market. 

The cause of particular coins being returned to 
the country of their origin is the reverse. When 
coins that are proportionately overvalued in the cur- 
rency of any nation can be found in other countries, 
they are almost always sent back to that of their ori- 
gin, because a greater value can there be obtained 
for them in general, than in any other way. In the 
country of their coinage such pieces will exchange 
for a greater quantity of the best coin, or, what is 
the same thing, of one of the precious metals in the 
form of coin, than could be obtained for these 



these in- ^^^J 
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ferior roiiiB elsewhere. As there is rarely any ad- 
vantage thataccrues to the exporters of coins which 
are over-valued in proportion to the other medium 
of circulation, such coins are seldom to be met with 
abroad. No quantity of tiiem can be collected to 
remit, unless in those instances wherea government 
exports them for an especial {Hirpo&e, like to that 
before-mentioned o( tbe exportation of the British 
silver coin. 

Notwithshmding the preceding statement, it will 
8ometimeshappen,owingtoamoretlian|>roportionate 
difference in die price of coins, that there arises an 
advantage from the exportation of lUose wfajcU are 
over-valued in the currency ; and thant there is no 
profit from sending' tbetu baek to the country of 
tbeir origiu, as no greater value could tliere be got 
for them than in other countries. In Brazil when 
the premium on tiie gold pieces of fonr milreis is 
sixty-five* per cent, whilst that on the meyas do- 
brafi is ninety* per cent, the coin that is over- valued 
at the mint, or in its nominal currency, is in £ict 
under- valued in the market, and consequently 
proves the mo^t advautageoiie to tlie ex|ort€r ; be- 
cawe the premium payable for Jt is proportionately 
less than on the other gold coin. There is likewise 
no advantage ; on the contrary, it would be disad- 



k 



* Owing U) exceflHJvc isaues of paper, the premiums on gcJil 
coin in many provinces mucb exceed wliat are liere supposed. Jp 
oilier provinteti llie preniiurns are luwer. 
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vantageons for any one to feturn the inferior gold 
coin to Brazil. 

When a remittance of i^>6cie or bnUion to any 
country becomes advantageous, the parties, who 
can obtain the national ooin upon equal terms with 
a like portion of the precioas metals, will prefer to 
return the coin. The value for whidi it pauses cfir- 
rently is ascertained ; there can be no delay in its 
appro[H*iatiou after arrival ; and the expense wfaidi 
would be incurred upon melting and assaying any 
other specie or bullion is saved. This expense of 
melting and assaying gold will not exceed one pound 
in the thousand, although it has now and then be^u 
represented as much greater. In the commerce of 
bullion, however, the smallest sayings deserve, ai»d 
meet with attention. 

Prior to the resumption of cash payments by the 
Bank of England, the exportation of the British 
coin was prohibited. The risk attendant on its ex- 
portation is c<msidered by Mr.Tooke ^ to have been 
equal at the utmost to one per cent. Probably the 
risk was greater at one period than at another, for 
the exportation was most rigoroudly watched, when 
little of the best coin remained in the country. This 
prohibition of export operated as a depn&ciatkxi of 
ibe best coin in the currency to the extent of caae per 

* Thonglits on Higli and liow Prices, 9d ecMeo, p. 10. 
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cent. Now all restriction on the export of coin is 
wisely removed. 

It has frequently been supposed that the prohibi- 
tion of the export of the precious metals from Spain 
was one of the principal causes of the decline of in- 
dustry in that king^dom. The argument is, that 
the productions of foreign countries could enter 
into more successful competition with those of na- 
tional industry in the Spanish market, owing to the 
depreciated value of silver caused by its exportation 
being prohibited. This inference is founded on 
mistake. No doubt there is more expense and risk 
in smuggling silver out of the kingdom than gold, 
from tltf greater bulk of the former metal in propor- 
tion to its vahie. But the vigilance of the Spanish 
custom-house officers was never very remarkable. 
Supposing that both the risk and the expense of 
conveying silver out of Spain amounted to two per 
cent. To that extent then might silver be there 
depreciated in value, and to the same extent will 
the exchanges between Spain and other countries 
be inBuenced by tlie fall in value of the Spanish 
currency. Foreign goods imported into Spain may 
obtain an advance in price equal to two per cent; 
but that advance as expressed in Spanish silver cur- 
rency is entirely nominal, for in no way, under the 
supposed circumstances, can this price be remitted 
to other countries without suffering an abatement in 
the same proportion. If the proceeds of the foreign 
goods be sent home in bills, the rate of exchange is 



against such a mode of remittance to the extent of 
two per cent. If these proceeds be sent out of 
Spain by means of purcliasing for export the pro- 
ductions of Spanish industry, the price of these is in 
the same degree enhanced. If in coin or bullion, 
then the expense and risk of getting it out of Spain 
must be the same to the importers of foreign goods, 
as to all other persons. Indeed, if the owners of 
the goods wereforeignei-s residing in a distant coun- 
try, the risk of conveying gold or silver out of Spain 
■would naturally appear greater to tliem, than to 
native Spaniards, who might personally superintend 
the embarkation. 

The prohibition of exporting gold and silver from 
Spain did not, therefore, afford any encouragement, 
beyond what had before existed, to send foreign 
goods to that country for sale ; because the proceeds 
of the sales could not be withdrawn from the Spanish 
territory, without undergoing a diminution to an 
extent equal to the euhancement of price occasioned 
by the exportation of the precious metals being pro- 
hibited. In consequence of the prohibition Spain 
suflfered two disadvantages. The one, that every 
possessor of gold and silver in the kingdom could 
obtain less for them than he otherwise might, be- 
cause they were not permitted to be sent freely to 
the best market. The other disadvantage was, that 
foreigners received additional encouragement to 
carry on a forbidden trade with the Spanish colo- 
nies. All goods sent from S[)ain to the colonies 
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would be two per cent dearer than those from 
other countries, in as far as the price was enhanced 
by the prohibition of the export of g'old and silver. 
Had the colonies returned other goods to Spain in 
[lajment for what were received, then the price of 
the returns when sold in the motiier country woold 
have been sufficiently enhanced to equalize the ad- 
vance on the goods first sent out. But the result ia 
different when returns were made in coin or bul- 
lion. All returns from the colonies in the precious 
metals would be at least two per cent more valuable 
to foreignei-s than to Spanish merchants. The pro- 
hibition of tbe exportation of g-old and silver from 
Spain was consequently a tax upon the trade from 
which returns in the precious metals necessarily 
proceeded. The design was to preserve a large 
quantity of gold and silver in Spain ; the effect was 
to diminish their importation into that country. 



It is sometimes represented to be highly advan- 
tageous, that a seignorage should be exacted on the 
national coin. A seignorage, it is said, would yield 
some revenue, and at the (.ame time cause the 
return of the coin when exported. That a seig- 
norage, equal to the expense of melting and assay- 
ing any other specie or any bullion, may be imposed 
without detriment, I am willing to concede ; but if 
it exceeded this limit upon that coin of which the 
circulation chiefly consisted, or which in a great 
degree regulated the value" of other coins in circu- 
lation, as the British gold coin regulates the value 
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of the silver J then - a seignorage would prod ace the 
s^iue effect, as any other depreci^iMt or debasement 
ofeqnatl extent^ upon the whole currency. 

Were a geignorag-e of great amount to be ex*- 
acted, it W6nld become necessary to restrict the 
qtiftiitity of the ctrrrency, in order to support its 
value, and such a restriction would encourage 
forgers of the coin to issue pieces equal in weight 
and in tinetiess to those from the national mint. 
Were there no limitation imposed on the quantity 
of the circulating medium, a seignorage on the 
British gold coid, for example, could exist only in 
ndime, because the Value of the coin would not be 
estimated at more than according to the quantity of 
pure gold which it contained. 

Supposing that a seignorage of the moderate 
^tndUnt of two per cent were levied on the British 
gold coin, it is obvious that no exportation of the 
Coin Would lake place, until the currency was de^ 
preciated two per cent more than when the Coin is 
exported under present circumstances. Now^ as 
bankers who issue notes are restricted in the 
amount only by the certainty that, when a larger 
sum is put into circulation than the currency can 
abscMrb without being much depredated, the pay^ 
meht will immediately be required iu coin of the 
precious metals : these bankers could then proceed 
with safety to extend their issues until the whole 
currency was depreciated two per cent moiie ritati 
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previous to the seignorage. There is no doubt 
that, by restricting the amount of all circulating 
medium, its value might be supported notwith- 
standing the exaction of a seignorage on the coin ; 
but such a restriction on the whole amount of the 
circulating medium is nearly impracticable, espe- 
cially under the system of banking which prevails 
in this country: and indeed, were all the banks 
limited in their issues, it would be impossible to 
determine what amount of currency was altogether 
proper for circulation, since that which is found 
suitable at one time, may prove too little when 
trade becomes animated, and too much when the 
interchange of commodities is less frequent than 
usual. 

It is said that bankers should be obliged to de- 
liver standard gold at the mint price of £3.l7s.lO^. 
per ounce in exchange for their notes, whatever 
the seignorage might be on the coin ; and that this 
regulation would compel the bankers so to limit 
their issues after a seignorage was levied, as must 
support the value of the gold coin at the present 
rate. Were a regulation of this nature adopted, it 
would make every banking company responsible, 
in some degree, for the prudent management of all 
others in the same business; and as men of property 
and prudence would never submit to a plan attended 
with similar responsibility, the trade of banking 
must fall into the hands of those alone who possessed 
little capital, and were totally void of discretion. 
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In regard to the return of coin, on which a seign-» 
orage had been exacted, it is evident that if circum-. 
stances occurred to require* a larger quantity in 
circulation, as was the case in this country about 
four years ago, when so many banks fell into great 
discredit, and has recently happened again from the 
suppression of small notes; then the importers of 
the precious metals would, for their own advantage, 
prefer bringing back the coin which had before paid 
the duty of seignorage, rather than other specie or 
bullion, upon which a new duty must be paid, 
before it could pass into circulation. The return of 
old coin, in preference to other portions of gold 
and silver, must be regarded as a disadvantage 
rather than a benefit, inasmuch as the state would 
not again receive the seignorage or duty. 

But, say the advocates for a seignorage, those 
who use the coin, ought to defray the expenses of 
coinage, and also the wear of the materials. Ad-, 
mitting this principle to be correct, it must be con- 
ceded that it would be impossible either to ascer-* 
tain, or to collect, if it were indeed possible to ascer-^ 
tain the portion of expense proper to be paid for 
the use of small quantities of the coin. It could 
therefore be levied only on the largest amounts. 
Upon these the stamp duties on receipts, and on bills 
of exchange, make the collection most effectually. 

The circumstance of gold ducats having been 
coined in Holland to a great extent, on which 9* 

o 
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eeignorage was levied, is sometimes adduced as an 
argument in fiiTour of a similar tribute in all coins. 
There existed local circumstances in the situation of 
that countrj', which might render a seignorage on 
the coin proper, and do not apply to other nations. 
Divided as was the territory contiguous to the 
United Netherlands among a multitude of petty 
govei'nments^ which exercised the rights of sove- 
reignty in coining money, and whose respective coins 
were different in denomination, varying in intrinsic 
worth, and occasionally debased ; the neighbouring 
traders, in all probability, would pay with good 
will some moderate remuneration for security in 
the value of the currency received in their trans* 
actions. The degree of wear and of depreciation 
in so many various metallic currencies could not 
easily be ascertained ; and hence the almost uni- 
versal preference given to the ducats, although they 
contained, perhaps, less value in gold bullion than 
corresponded with their value in circulation : 
hence also the establishment of the bank of Am- 
sterdam. An increased value was given for the 
gold ducats, from the same motives which occasioned 
an agio, or premium, on bank money. A gold 
coin, issued upon the faith of a government which 
was entitled to all credit, deserved a premium^ 
when the conduct of some of its neighbours is con«- 
sidered. It may be said that the Austrian rulers 
prepared the way for the revolutionists from 
France^ as much by inundating the Low Countries 
with a ^ieppeciated currency as by exciting the difr- 
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pleasure or the enmity of the clergy. The debased 
currency still circulating in some parts of Flanders, 
consisting of copper coins plated with silver, re- 
mains as a memorial of the erroneous policy of its 
former 'masters. Other circumstances also com- 
bined to favour the general circulation of the Dutch 
gold ducats. All travellers proceeding through die 
different states of Germany were, in some measure, 
obliged to provide themselves with a coin, that in 
the whole course of their journey would pass cur- 
rently at a value which was nearly certain, and by 
which they would sustain no great loss. All per- 
sons likewise who were apprehensive of the ap- 
proach of those hostile armies^ which have too fre- 
quently visited the German states, would desire to 
place some small part of their property in a coin 
that might easily be concealed, or conveyed away 
from danger. Both travellers, and provident 
people, naturally gave a preference to that coin, 
in the purity of which they placed the greatest 
confidence. 

But although these peculiar circumstances might 
render a seignorage cm gold coin proper in Holland, 
they do not apply to other countries. However that 
may be, there is good reason for concluding, that 
even in Holland the seignorage on the coin existed 
more in name than in reality ; that the revenue ap- 
parently proceeding from the seignorage was in 
truth an expense incurred by the bank of Amster- 
dam to facilitate its other operations. In the fourth 
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edition of Adam Smith's instructive book on the 
Wealth of Nations, he expresses his obligations to 
Mr. Henry Hope, of Amsterdam, for information 
regarding the bank, and from the account furnished 
on so good an authority, the inference above stated 
is deduced. The extracts from that account must 
be rather copious, to illustrate the preceding obser- 
vations. To proceed with the extracts : — ** In 
'* order to facilitate the trade in bullion, the bank 
*' has been for these many years in the practice of 
*' giving credit in its books upon deposits of gold 
" and siver bullion. This credit is generally about 
" five per cent below the mint price of bullion. 
" The bank grants at the same time a receipt, en- 
^^ titling the person who makes the deposit, or the 
" bearer^ to take out the bullion again at any time 
'' within six months, upon transferring to the bank 
" a quantity of bank money, equal to that for 
" which credit had been given in its books when 
the deposit was made^ and upon paying one- 
fourth per cent for the keeping, if the deposit was 
" in silver ; and one half per cent if it was in gold; 
" but at the same time declaring, that in default of 
*^ such payment^ and upon the expiration of this 
** term, the deposit should belong to the bank at 
** the price at which it had been received, or for 
" which credit had been given in the transfer 
** books." 

** Deposits of bullion are most commonly made 
** when the price is somewhat lower than ordinary, 
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*^ and they are taken out again when it happens to 
" rise." A person could generally sell his receipt 
for bullion at the difference between the mint and 
the market prices, which was usually from two to 
three per cent. A receipt for bullion was almost 
always worth something, and it therefore happened 
very seldom that any body suffered his receipt to 
expire, or allowed his bullion to fall to the bank at 
the price for which it had been received. This, 
however, was said to happen sometimes, and more 
frequently with regard to gold, than with regard to 
silver, on account of the higher rate paid for keep- 
ing the more precious metal. 

^* The owners of bank credits, and the holders 
*' of receipts, constitute two different sorts of cre- 
*' ditors against the bank. The holder of a receipt 
" cannot draw out the bullion for which it is grant- 
^* ed, without re-assigning to the bank a sum of 
" bank money equal to the price at which the 
•* bullion had been received. If he has no bank 
** money of his own, he must purchase it of those 
*^ who have it. The owner of bank money cannot 
" draw out bullion^ without producing to the bank 
" receipts for the quantity which he wants. If he 
" has none of his own, he must buy them of those 
" who have them. The bolder of a receipt, when 
he purchases bank money, purchases the power of 
taking out a quantity of bullion, of which the 
** mint price is five per cent above the bank price. 
•* The agio, or five per cent, therefore, which he 
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^* pays for it, is paid^ not for an imaginary, but for 
•' a real value. The owner of bank money, when 
he purchases a receipt, purch^ises the power of 
taking out a quantity of bullion, of which the 
market price is commonly from two to three per 
** cent abbve the mint price. The price which he 
" pays for it, therefore, is paid likewise for a real 
" value. The price of the receipt, and the price of 
** the bajak money ^ compound or make up between 
" them the full value or price of the bullion." 

The reader will perceive that, in fact, the 
bank price and the mint price were the same, al- 
though there be apparently a difference of five per 
cent. Bank credits, or bank money, as it is called, 
in which the bank price was paid, obtained a pre* 
mium in the market of five per cent. The mint 
price was paid in current coin, and this was lower 
in value than bank credits by the exact amount of 
the premium. That the bank price and the mint 
price of bullion were in effect the same, is ako 
made apparent by the circumstance of the bank re- 
ceipts being commonly worth just as much a» the 
market price of bullion was above the mint price. 
Indeed the bank receipts ought to have been winrth 
rather less, on account of the expense payable for 
keeping the bullion upon its being taken out o£ the 

bank» 

» 

*^ Upon deposits of the coin current in the coon- 
" try, the bank grants receipts likewise, as well as 
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** bank credits, but these receipts are frequently of 
" no value, and will bring no price in the market. 
*• Upon ducatoons for example, which in the cur- 
" rency pass for three guilders three stivers each, 
" the bank gives a credit of three guilders only, or 
five per cent below their current value. Three 
guilders bank money generally sell in the market 
* * for three guilders three stivers, the full value of 
the ducatoons, if they were taken out of the bank; 
and before they can be taken out, one-foartb per 
" cent must be paid for the keeping, which would 
*^ be mere loss to the holder of the receipt. If the 
^* agio of the bank, however, should at any time fell 
*^ to three per cent, such receipts might bring some 
price in the market, and might sell for one and 
three-fourths per cent. But the agio of the bank 
being now generally about five per cent, such 
receipts are frequently allowed to expire, or, as 
'* they express it, to fall to the bank. The receipts 
which are given for the deposits of gold ducats 
fall to it yet more frequently, because a higher 
" warehouse rent, or one half per cent, must be paid 
" for keeping of them before they can be taken 
** out again." 

" The sum of bank money for which the receipts* 
'* are expired must be very considerable." In ad- 
verting to the revenue derived from the bank, the 

^ From what precedes it may almost be inferred that the ex- 
pired receipts were chiefly those for current coin. 
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statement proceeds. ** The bank is supposed to 
" make a considerable profit by the sale of the 
" foreign coin or bullion, which sometimes falls to 
" it by the expiry of receipts, and which is always 
" kept till it can be sold with advantage. It makes 
" a profit likewise by selling bank money at five per 
" cent agio, and buying it in at four." 

In the preceding account there is apparently some 
little variance. It is stated in one part as having 
seldom happened that any body suffered his receipt 
to expire, or allowed bullion to fall to the bank at 
the price for which it had been received. In the 
concluding part it is said, that the bank was sup- 
posed to make a considerable profit by the sale of 
the foreign coin or bullion^ which sometimes fell to 
it by the expiry of receipts. To reconcile these 
statements, it must be supposed, that the rate of 
profit was high, although the total amount of the 
bullion falling to the bank might not be large. If 
the rate of profit were high, then there must have 
been extensive fluctuations in the market prices of 
bullion. The most remarkable circumstance in the 
transactions of the bank seems to have been passed 
over without notice ; namely, that no interest was 
charged to the depositors of bullion for the advances 
made to them. This must have greatly encouraged 
the trade in the precious metals at Amsterdam, and 
tended to secure an abundant supply. 

From the whole statement it may be inferred that 
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the bank acted in regard to bullion as an agent 
to the mint, at the same time that the profits of the 
bank were in consequence augmented. When the 
price of bullion was low, or, in other words, when 
bank credits were in demand, considerable deposits 
of bullion, of foreign, and of national^ coin, would 
be made. There appears to have been no other 
way of obtaining an increase of bank credits than 
by depositing gold or silver. When the market 
price of these metals was the same as the mint 
price, the bank receipts would be allowed to expire. 
Every body could then purchase gold in the market 
on more favourable terms, than he could get it out of 
the bank by means of its receipts, because he saved 
the half per cent for keeping. For the same rea- 
son, when the market price and the mint price were 
equal, it was more advantageous to buy bullion in 
the market, in order to make a new deposit with 
the bank, than to renew the receipt for any former 
deposit of gold and silver. The owners of bullion 
not deposited in the bank would likewise be encou- 
raged to place it there, since they could have the 
use of the value in bank money for six months, and 
the benefit of any advance of price during that 
period. 

But by every new deposit of bullion, the amount 
of bank credits in circulation, or at the disposal of 
the public, was increased. In order therefore to 
maintain the agio or premium, it would become ne- 
cessary for the bank to buy up the bank credits, or 
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to diminish the amount, as soon as evei^ temporary 
increase of demand for them had ceased. This 
could be accomplished either by purchasing* them 
with coin, or by selling* bullion, for which the 
receipts had expired. It is not probable, that on 
such occasions the bank would sell bullion, for not 
only must the price be reduced by a large quantity 
being offered for sale, but also by the apprehensions 
of the public, that the sales might be ccmtinued to a 
great extent. The other means of reducing the 
sum of bank credits in circulation consisted in pur- 
chasing them with coin. But to employ for this 
purpose coin that was current for a determinate 
value, would have caused great loss. Gold ducats 
were preferred. The more valuable the deposits of 
bullion, the more necessary did it become to buy up 
a part of the bank credits, and consequently to 
emit more gold coin, for otherwise the agio could 
not have been maintained. The emission of an in- 
creased quantity of coin made it requisite to ha^e 
recourse to the mint, and when the quantity of coin 
became more than sufficient for the wants of cireu- 
latioD, it could not be employed advantageously at 
home. The owners would have no motive for de- 
positing coin of the country in the bank in order to 
obtain bank credits, when these were already super- 
abundant. As the weight and fi^neness of the coin 
were fixed and ascertained^ and as it circulated in 
the neighbouring countries, the surplus quantity 
would more readily be sent away, than woitld 
bullion. Under these circumstances^ we may per-> 
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ceive, that it now and then came to be the 
interest of merchants to export the gold coin into 
Germany. 

The seignorage on the dneats appears thus to 
have been the effect of deposits of coin and of 
bullion falling to the bank when the price was low, 
and of new deposits being made ; for the last, addi- 
tional bank credits were issued, and it was neces- 
sary to purchase a portion of these when redundant. 
At one period the premium or agio underwent great 
variation, but in later times the bank prevented this, 
by issuing bank credits at the agio of five per cent, 
and buying them back at four. Unless the price of 
bullion was higher than usual, it m^s no doubt more 
judicious for the bank to buy its own credits with 
coin, than by openly e fleeting sales of bullion. To 
provide the coin necessary for the purpose, the bank 
must occasionally have had recourse to the mint* 
In other words, the seig^orage was the consequence 
of fluctuations in the price of bullion, united to the 
desire of always maintaining bank credits at a pre- 
mium. Had the bank not made extensive pur- 
chases of bank credits on proper occasions, so far 
would these have been from constantly obtaining a 
premium, that they must now and then have de- 
clined to a par with the current coin, when large 
deposits of bullion were made*^ To imagine that 
individuals would send bullion or foreign coin ta 
the mint in Holland, and voluntarily agree to pay » 
seignorage, when the market price was more advan- 
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tageous, is indeed to suppose that the Dutch people 
would deliberately act against their own personal 
interests. Even when the market price might, 
from extreme fluctuation , be equal to the mint 
price^ individuals would send bullion to the bank 
rather than to the mint. It must have been folly to 
send bullion to the mint for the purpose of incurring 
the expense of seignorage. But bank credits re- 
ceived for bullion, with the agio added to them, 
were equal to the mint price, whilst at the same 
time the depositors retained the power of reclaiming 
the bullion within six months, upon paying a trifle 
for the keeping. 

The bank of deposit at Amsterdam no longer 
exists. It is generally understood, that upon the 
invasion of Holland by the French in 1794 the. 
treasure was withdrawn. In former times it was 
the regular custom of merchants to purchase only 
those bills upon Amsterdam which were made pay- 
able in bank money, but with the termination of 
the bank that custom ceased. 

The present bank of Amsterdam is a bank for 
discounts, and issues paper currency to a small 
extent. 

It remains to be observed, that in Holland silver 
is over-rated in the coinage in proportion to gold, as 
in this country, but not to so great a degree. Both 
gold and silver coins are allowed to circulate simul- 
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taneously to any extent, and consequently all pay- 
ments are made in silver, because from its over- 
valuation in the coin as compared with gold, gold 
coins are sold at their market prices, and constantly 
obtain a premium. No advantage would result 
from sending back to Holland any of the Dutch 
silver coin, even if it could be found in other coun- 
tries, as is the case with British silver coin returned 
to this country; for the Dutch silver coin will in 
Holland purchase no more gold than in any other 
bullion market, the gold coin there being sold like 
gold bullion, and having no determinate value. It is 
before shewn that the British silver coin exchanges 
for more gold in this country, than it will purchase 
in any other, owing to the state of the law. When 
found in foreign places it will therefore be always 
sent back to Great Britain. 
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ESSAY VII. 



ON VARIATIONS IN THE VALUE OP GOLD AND 

SILVER. 



The supply of gold and silver is regulated by the 
same principles as that of all other commodities ; 
namely, the self-love and self-interest of individuals. 
So long as a price is paid adequate to defray the 
necessary expenses and to yield the common rate of 
profit, the supply will be continued* Upon any 
increase of the value of gold and silver, addi-^ 
tional exertions will be made to furnish larger 
supplies, not only from the mines which were pre- 
viously wrought, but likewise from new sources. 
On the other hand, according as the value of gold 
and silver diminishes, more and more of the least 
fertile mines will be abandoned as unprofitable. 
The working of most of those in Europe, which 
furnished at one period some supplies of gold and 
silver, was given up after the discovery of the far 
more fertile mines of America. In the island of 
Saint Domingo, and likewise in the mining districts 
on the American continent, mines, which were 
formerly of much importance, are no longer 
wrought. The reason for abandoning all such 
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mines voluntarily, was in every case the same ; the 
value of the produce did not prove to be sufficient 
for defraying the necessary expenses incurred to 
obtain it. 

If, by the discovery of new mines of lead or of 
tin far more abundant than any at present known, 
the supply of these metals was greatly increased ; 
and were the increased quantity to cause a diminu- 
tion in the price previously obtained for them to 
the extent of a half or even of a fourth part ; it is 
obvious that many old mines must necessarily be 
closed. A similar result would follow in regard to 
gold and silver mines, wei*e a quantity of these 
metals brought to market far greater than usual, 
and were the increased supply continued, so as to 
reduce the price permanently. Until the revolu- 
tionary movements commenced in that part of 
America which was formerly subject to Spain, the 
supplies of silver from the American mines appeared 
to have been for many preceding years greatly on 
the increase, and hence it may well be inferred, 
that the price obtained for that metal was an ade- 
quate remuneration for bringing augmented sup- 
plies to market. On the contrary, although the 
price of gold continued high as compared with . 
silver^ yet until the recent introduction of a better 
system of mining in Brazil by Eur^ean companies, 
and until the important reduction in the rate of 
duty payable to government, the gold washers ia 
some of the mining districts considered their busi- 
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ness to be less profitable than agriculture. It is 
said that the old Brazilian miners have in several 
places changed their occupations altogether, and be- 
come agriculturists. In M inas Novas, Espirito Santo, 
and other districts, this change has been complete. 

Varying as are the accounts of the quantities of 
the precious metals brought annually to market, it 
is difficult to ascertain the amount with any toler- 
able degree of accuracy. From some accounts an- 
nexed to the bullion report of 1810 it is inferred, that 
the annual supply of gold from the American mines 
had diminished a sixth part after the middle of the 
last century; and that the annual supply of silver 
from the mines of the same continent was augmented 
about three fourths subsequent to the same epoch. 
These statements, even if accurate as regards the 
supplies from America, would not affi)rd a proper 
criterion to judge of the total quantities brought to 
market. From Africa the supply of gold is in 
some years rather considerable, chiefly in dust 
brought to this country, but moderate quantities 
were also received from thence in Brazil, which, as 
they paid no duty, have not been entered in public 
accounts. 

Those commotions which preceded the revolutions 
in Spanish America began in the end of 1 808, and 
in two years afterwards almost all these countries 
were more or less engaged in civil warfare. The 
working of the mines was in many districts sus- 
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pendedy and it is generally supposed that after 1810 
the supplies of silver were very greatly diminished. 
In the second edition of Mr. Tooke's able v«^ork on 
High and Low Prices, there is a supplementary 
section on the variation in the produce of gold and 
silver from the American mines. A statement is 
given on the authority of Mr. Jacob, where the 
annual supplies are estimated on an average as 
follows : — 

1800 to 1810. 1810 to 1821. 

Dollars. Dollars. 

Mexico 80,000,000 8,000,000 

Peru 5,480,000 2,000,000 

Buenos Ayres 3,640,000 1.500,000 

Chili 866,000 800,001) 

New Grenada 2,735,000 2,000,000 

Brazil 4,340,000 1,736,000 



47,061,000 16,036,000 

To this it is added that the produce of the years 
from 1817 to 1821 was much below the average of 
the last eleven years, and that Mr. Jacob believes 
the falling off in the supply for the twelve years 
ending 1822, as compared with the preceding period 
of the same length, to have amounted at the rate of 
four shillings the dollar to seventy*two millions of 
pounds sterling. There is good reason for think- 
ing, that as the estimate for the first period exceeds 
most others, it is calculated too high, so is that for the 
last series of years somewhat underrated. The cause 

p 
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of the great diminution in the produce of thje mines 
is ascribed to the civil wars, and tumultuary move-i 
ments^ in those countries of America which formerly 
were colonies of Spain and Portugal, and furnished 
the precious metals. In regard to Brazil the state- 
ment is altogether inaccurate. There was no civil 
war nor tumultuary movement which could, in the 
most remote degree, influence the produce of the 
mines during the whole of the period comprehended 
in both estimates. The revolution in that country 
began after the last date to which they are stated. 
There was indeed a temporary disturbance for a 
few months at Pernambuco, but as there e:^isted 
no communication, not even a road, between that 
province and the mining districts, the disturbance 
W2^s iA all probability not even known there, until 
long after its suppression. A small armament was 
immediately expedited from Rio de Janeiro for Per- 
nambuco, but before its arrival tranquillity had 
been restored by a few troops sent from the con- 
tiguous province of Babia. After the date of these 
(estimates, when the revolution in Brazil did com- 
mence,, no civil war ensued in the mining districts^ 
Bor was there a company of Portuguese soldiers 
Qj^arer to them than a hundred miles, namely, at 
Rio de* Janeiro,, from whence the Porti^uese troops; 
were embarked for Europe without a conflict. 

So4poe years ago it was ^ated that gold mines, of 
much greater importance than any before known ia 
the , neighbourjaood^ had been discovered near ta 
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Mount Oiiral, in Russia. Subsequient accounts how- 
ever lead to the belief that these mines do not 
possess that consequence which was at first assiigned 
to them. The gold obtained also in the state -of 
North Carolina is of very moderate amount. 

As is the case with all other commodities, t\\6 
value of gold and silver is regulated not merely by 
the supply, but also by the demand. The extent of 
the demand depends upon the desire of purchasers 
to acquire these metals^ and upon their ability t6 
pay an adequate price for bringing them to market. 
As gold and silver are used in circulation for s[ 
medium of exchange, a certain quantity of them 
usually represents, or serves to express price ; but n6 
quantity of these metals themselves can furnish a 
just measure of their own respective values. The 
value of gold or silver being higher or lower can 
alone be determined by comparing them with other 
commodities^ and then it is always difficult to as- 
certain, whether the precious metals have actually 
varied in value, or whether the variation is to be 
ascribed more correctly to the goods with which 
they are compared. The cause of the demand for 
gold and silver may be considered as threefold : 
first, for a medium of circulation ; second, for con- 
cealing a property of value ; and thirdly, for plate 
and ornament. 

For a circulating medium, gold and silver are 
extremely suitable, as has before been explained. 
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It is a purpose which employs a great portion of 
the precious metals in existence^ and adds much to 
their exchangeable value. By every increase in the 
quantities of goods to be circulated, the value of the 
circulating medium is supported, and should there 
be no corresponding increase in its amount, the 
value of the precious metals will be augmented. 
On the other hand, by every increase of the circu- 
lating medium, whether in coin or in paper cur- 
rency, its value will have a tendency to diminish, 
if there be no corresponding augmentation in the 
amount of goods. Whatever part of the precious 
metals is hoarded, or applied to the purpose of 
plate or ornament, must be considered, in as far as 
regards the current price of goods, to be in a dor- 
mant state; as much so, indeed, as if that portion 
had remained in the mine, yet ever ready to be 
added to the amount of circulation when the owners 
desire. 

It is not possible to estimate with any degree of 
accuracy the quantity of the precious metals hoarded 
up, or concealed for safety, but it is rendered 
probable from circumstances occurrent in late years, 
that the whole amount is occasionally very con- 
siderable. Even in England, where the security of 
property is firmly established, the sums of gold coin 
hoarded by individuals, during the restriction of ihe-. 
Bank of England from cash payments, are estimated 
at more than three millions sterling. In Spanish 
and Portuguese America the amount was quite ex- 
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traordinary of the private hoards brought into cir- 
culation, when the settlers of European birth found 
themselves compelled to return to the mother coun- 
tries. Probably the concealment of the precious 
metals is carried to a yet far greater extent among » 
the subjects of native princes in India. 

The quantity of gold and silver required for plate 
and ornament, although of considerable amount* 
bears but a small proportion to the total quantity 
used as a medium for the interchange of goods. 
Had no other demand for the precious metals ex- 
isted than what originates in luxury or in a desire 
for splendour, only a few of the most productive of 
the mines would ever have been wrought. 

As the use of gold and silver for a medium of ex- 
change adds chiefly to their value, and is in feet 
what determines the parties who hoard to prefer 
them for that purpose ; it js important in an exami- 
nation of the variations in their value to inquire how 
far their use in circulation has from time to time 
been superseded by the introduction and general' 
prevalence of paper currency, and from what causes 
the sums hoarded, and those laid out in plate and' 
ornament, are again brought into circulation, or are 
anew abstracted from it. These inquiries will be 
entered upon with greater convenience than any 
other, in the first place. No estimate of the amounts 
nearly approximating to the fact can with certainty 
be formed, yet the subject is not the less deserving 



214 ON VARIATIONS IN THE [bSSAY VII. 

of investigation, because useful comparisons be- 
tween diflferent periods may be made. 

Russia had established a paper circulation suffi- 
ciently extensive to exclude the precious metals 
from its general currency prior to the year 1792. 
By the simultaneous occurrence of a great demand 
for Russian produce, and of large loans to the go- 
vernment in 1817 and 1818, considerable sums in 
specie were remitted to that empire from the other 
countries in Europe. The amount was estimated to 
be about ten millions sterling*. Paper currency, 
although reduced perhaps from its former amount, 
continues still to be the circulating medium in 
Russia, and the greater part of the specie, remitted 
there nearly twelve years ago, has in all proba- 
bility been added at a subsequent period to the 
circulating medium of other countries. 

Austria and Denmark issued paper currencies to 
an extent that must be regarded as more Ijhan suffi- 
cient to banish gold and silver from the circulati4i>]3| 
of these countries respectively. The paper currency 
of Austria was probably in excess prior to 1797, 
and that of Denmark about twelve years after- 
wards. It appears-j" that, partly by a surplus re^^ 
venue, partly by loans, and partly by subsidy re- 

* Tooke on High and Low Prices. 2d edition^ p. 25. 

•\- Report of Commons' Committee in 181 9 on the Resumption 
of Cash Payments by the . Bank of Englcgid . 
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ceived from France, Austria made a eonsideraUe 
reduction in her paper currency about the year 
1817 j and that for this purpose there was carded 
to the mint at Vienna in gold and silver, but 
chiefly in silver, an amount little short of ten mil- 
lions sterling. Denmark was in the course of 
getting rid of its paper currency in 1819 to the 
extent of about three millions sterling} but paper 
currency continues to be the . only circulating 
medium in Denmark Proper. 

In 1792 and the three following yeatrs, the welln 
known isssue of assi gnats and mandats in France 
banished coin from the circulation. It is exceedingly 
probable that the revolutionary excesses of those 
days occasioned more extensive hoardings of the* 
precious metals* throughout all Europe than were 
ever before practised in this quarter of the globe. 
In almost all the countries adjoining to France, 
the wealthiest classes of society were afraid of revo- 
lutions breaking out, and property was generally 
considered to be less secure than at any other ^ 
period in modern times. From France the emi*- 
grants carried out considerable sums in specie arid 
much private plate, which their necessities soon . 
obliged the greater number to put into circulation^ 
Afterwards, when a metallic currency was again 

• In Mr. Baring's evidence before the Commons' Committee on 
the resumption of cash payments by the Bank of England^ he 
states his opinion that the greater patt of the coin in France waa 
hoilrdidd duritig ^ time of the assignats. 
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established in that country, many private hoards 
were brought back into circulation ; a part of the 
remaining plate also was converted into coin. At 
the present time the paper currency issued by the 
bank of France circulates chiefly at Paris and in 
its immediate vicinity : throughout the rest of the 
kingdom the general medium of exchange consists 
of a metallic currency. 

By the first irruptions of the French armies into 
the Austrian Netherlands, by the subsequent con- 
quest of that territory, of Holland, and of Italy, 
every motive for hoarding by the rich, who re- 
mained in those countries, acquired additional 
force. Many transmitted large property to other 
countries by means of bills of exchange, but a great 
number of opulent persons possessed lands, houses, 
and the like, which they could not convert readily 
into moveable wealth. All such people would no 
doubt retain some of the precious metals in coin 
within their reach, to be available in the event of 
emergencies, yet so well concealed as to escape 
from pillage. Fugitives from all the subjugated 
countries carried oflF, whenever it was possible^ their 
previous hoards and their private plate, which 
served to procure them future subsistence. The 
specie is said to have been withdrawn from the 
bank of Amsterdam before the French army entered 
the city. In almost every instance the invaders 
did not forego the plunder of what property they 
could seize : the church plate in the Netherlands, 
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and subsequently in many parts of Italy, must have 
yielded a considerable booty. Whether by imme- 
diate pillage, or by forced contributions renewed 
from time to time as rapidly as the supposed ability 
of the contributors allowed, almost all fell a prey to 
the conquerors. By the conversion of the church 
plate and that of individuals into coin, no small 
sums of gold and silver were added to the circulating 
medium of Europe. 

From Mr. Lyne's examination, annexed to the 
report of the Bullion Committee, it appears that 
paper currency was issued in Portugal about the 
year 1796. It constitutes a legal tender for half of 
all payments, and being constantly at a considerable 
discount, every body takes care to pay with it one- 
half at least of the debts he is to discharge. From 
being continually at a great discount, the just 
inference is, that the quantity issued must be much 
in excess. At all events, half of the metallic cur- 
rency which formerly circulated in Portugal was 
rendered superfluous. Imdiediately before the in- 
vasion of the French in 1807, the court of Lisbon, 
deceived as it was by one 'of its own ambassadors, 
remained in full persuasion, that upon the expulsion 
of all British subjects being notified to the French 
commander, his march would be suspended : the 
government, however, was soon surprised to learn 
the continued approach of the invading army to the 
capital. A resolution to emigrate was suddenly 
adopted, and so little time allowed for carrying the 
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measure into execution, that no great amount of 
treasure could be collected for conveyance to BraziK 
In the following year, upon the French army at 
Lisbon being compelled to capitulate and to em- 
bark for France, the quantity of the precious metals 
which it carried off in coin and in plate, both pri- 
vate and of the church, was so great as to excite in 
the minds of the Portuguese a general execration 
of the French, and an outcry against the British 
commanders for tolerating so extensive a pillag'e. 
About the year 1821 the bank of Lisbon was esta- 
blished by virtue of a decree of the Cortes : the 
greatest amount of its issues does not appear to 
have exceeded half a million sterling. These could 
circulate for no more than half the amount of pay- 
ments, because the other half was made in paper of 
the government, which might always be purchased 
with a large discount. But this . amount of bank 
issues, moderate as it seems to be, exceeded the 
wants of circulation ; the value of the circulating 
medium was therefore diminished, an exportation 
of coin followed, and the bank from mismanag'c- 
ment was, for a short time, unable to pay its notes 
in gold or silver coin. 

The paper vales of the government of Spain do 
not displace much coin. So greatly depreciated 
are these vales that no one is inclined to receive 
them upon any terms. All bills drawn upon Spain,- 
in order to render them negotiable, must be made 
payable in eflfective — that is, in coin. By ttie 
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invasion of the French in 1807, their army obtained 
in the three following years far more valuable 
plunder than it had before acquired in any other 
country. The profusion of plate both among indi- 
viduals and churches in Spain was notorious. 
Whilst the French professed public alliance and 
amity, their military made no scruple in carrying 
oflF every valuable they could seize. By this un- 
sparing pillage of the natives an inveterate enmity 
was excited ag*ainst the invaders, and such enmity, 
united to a desire for revenging the treachery 
with which the kingdom had been betrayed, was 
named an ardent zeal for liberty. After hostilities 
had ojienly commenced between the French and 
Spaniards, plunder was the reward of the invading 
force when successfid, and the native guerillas had 
scarcely any other means of support; so that the 
precious metals, when neither concealed effectually, 
nor removed to places of complete security, seldom 
remained long with the peaceable ownere. 

The Baikkof England was restricted, in the end 
of February 1797, from continuing its payments 
in cash. All estimates of the amount of specie 
then circulating in this country are uncertain^ yet 
it seems to be the opinion most generally enter- 
tained that, for the two years immediately preceding 
the restriction, there existed a smaller amount of 
coin in circulation than at antecedent periods. 
Prior to the commencement of war with France 
in 1793^ probably twenty-four or twenty-five mil- 
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lions would not be too high an estimate for the 
amount of gold coin, exclusive of the reserve in the 
coffers of the bank. For some time before the 
restriction, the agitated state of the public mind, 
originating in the occurrences in France, occa- 
sioned much private hoarding : this was considerably 
increased in consequence of the alarm produced 
by the restriction itself. Larger sums were then 
hoarded than continued to be kept in reserve after- 
wards, when time had reconciled the public to the 
measure, and when confidence was in some degree 
re-established. It would perhaps be too high an 
estimate of the sum continued to be hoarded, after 
the first alarm had much subsided^ to state it at 
four millions sterling. The total amount of coin 
liberated from circulation in England by the more 
extended issue of bank notes, which followed the 
restriction, cannot be calculated at less than twenty 
millions ; especially if we include in the sum so 
liberated the diminution in the coin circulating 
about two years before cash payments by the Bank 
were prohibited. All the best silver coins wholly 
disappeared when the further issues of Bank notes 
were greatly increased : silver tokens were issued, 
and these, with the remains of what might once 
have been shillings but retained no appearance of 
any impression, constituted the silver currency for 
small payments. 

Some few years after the first restriction, the 
country bankers began to substitute Bank of Eng- 
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land notes for their reserves, in lieu of coin. The 
public, when satisfied with the responsibility of the 
parties issuing paper currency, seldom required the 
notes of a bank in their neighbourhood to be ex- 
changed for others of the Bank of England : hence 
the issues of the former were more safely extended 
without a corresponding increase of those reserves 
to meet the payment, which were formerly both 
usual and necessary. Many previous announce- 
ments led to a general expectation that cash pay- 
ments would be resumed upon the return of peace. 
And after more than the common vicissitudes of 
war, a peace was at length brought about by the 
overthrow of the emperor of France. This was 
first accomplished in 1813, and the most prudent of 
the country bankers began in good time to curtail 
the amount of their issues. About the same period 
an unusually productive harvest led to a fall in the 
prices of agricultural produce from the height they 
had previously attained . The first decline in price 
was accelerated by the diminution in amount of the 
circulating medium : but as lower prices became 
general throughout the kingdom, and whilst the 
reduction was still going on slowly, the country 
bankers took the alarm, and for the most part 
refused to give credit to agriculturists. The amount 
of circulating medium was accordingly more con- 
tracted than ever, its value advanced in proportion, 
and the prices of gold and silver, as well as of all 
other commodities estimated in paper currency, fell 
considerably. 
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Soon afterwards the Bank of England availed 
itself of the lower prices of the precious metals, to 
replenish its coflFers. From the purchases it made 
of gold and silver the amount of its issues of paper 
currency was augmented, yet not in degree by any 
means equivalent to the diminished quantity of 
country bank notes. Little more than two years 
after the peace of 1814, the treasure of the Bank 
was so abundant, that it gave the notice which the 
restriction law required, and at the time specified in 
the notice the Bank began to issue gold coin in 
exchange for its oldest dated notes, with an inten- 
tion of gradually returning to cash payments. But 
as it did not diminish the amount of its paper issues, 
at the same time that it issued gold coin to the extent 
of about five millions sterling ; and as the country 
banks bad proceeded with more confidence in issu- 
ing notes when prices had apparently arrived at the 
lowest rates; the whole sum of the circulating 
medium in this country again became more than 
sufiicient for the circulation of commodities at prices 
equivalent in bullion to those corresponding prices 
which obtained in other countries. The value of 
the currency was from this cause depreciated to 
a degree that encouraged the exportation of coin. 
This exportation, being- coincident in point of time 
with the payments for loans contracted by the 
governments on the continent of Europe, was attri- 
buted at first to the demand for specie from new 
circumstances, but afterwards was more justly as- 
signed as the efiect of an excess in the circulating^ 
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medium of England. Had the exportation of coin 
proceeded from a real demand for it abroad, exclu- 
sive of any superabundance of currency here^ then 
the prices of goods would have fallen in this coun- 
try ; but the prices continued at high rates, and 
some advanced, whilst there was a considerable ex- 
portation of the currency in progress. This state of 
affairs demanded investigation. 

After much inquiry and discussion the . recom- 
mendation of the Committees of Parliament in 
1819 for resuming cash payments at length obtained 
the sanction of the legislature. By the law passed 
on that occasion the Bank of England was obligated 
to pay in gold bars of not Jess than sixty ounces in 
weight; first at the rate of 4/. I5. per ounce ; after 
a further time, at the rate of 3/. 19s. Gd.; and 
finally at the mint price. Upon the expiry of 
another period subsequent to that of the obligation 
to pay in gold bars at the mint price, the payments 
were to be made in national coin, and for all iiums 
however small the note required to be paid. 

In the commencement of 1826 the failure of 
many country banks led to a general distrust of all, 
and the circulation of paper currency, notwithstand- 
ing the more extended issues of the Bank of England, 
was on the whole much contracted. An increased de- 
mand for gold to supply the currency of this country 
was experienced, and so long as this demand was 
excessive, the sales of goods were nearly imprac- 
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ticable. A law was then enacted, prohibiting after 
three yeais the reissue of all notes under five 
pounds, and measures were at once adopted to re- 
strain the making* of new notes of a less amount. 
The demand for gold to serve as currency is yet 
further increased ; the prices of goods are more 
than ever depressed, and accordingly the value of 
the precious metals is much enhanced. 

According to the evidence of Mr. Williams, in 
the Appendix to the Bullion Report of 18 10, paper 
currency was issued in the United States of North 
America for sums so small as a dollar; and nine- 
tenths of the whole circulating medium consisted of 
paper currency. Although the banks in the United 
States did not suspend their payments until 1813, 
soon after the commencement of war with Great 
Britain ; yet it is nearly certain that by far the 
greater part of the specie formerly current was long 
before exported. Little remained in circulation, and 
in that country there was no motive for hoarding. 
The suspension of cash payments by the banks con- 
tinued for a few years, and was never sanctioned by 
law. Soon after the peace with Great Britain, most 
of the banks returned to cash payments, and consi- 
derable sums of gold and silver were imported into 
the United States, for accomplishing the purpose. 

In Brazil the government established a national 
bank at Rio de Janeiro about the year 1818, and 
afterwards extended branches of the same company 
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to St. Paul's and to Bahia. Paper currency was 
issued in excess as well by the parent establish- 
ment as by its branches, but more particularly 
in the capital. The notes is.sued at the different 
places are not exchaJigeable for each other, and 
although of the same denomination, their value 
differs considerably, A copper coinage much de- 
preciated in value also circulates thi-oughout the 
whole empire. In those provinces wiiere no paper 
currency exists, this copper coinage is at a discount, 
but in the three cities where the banks issue notes, 
so great is their depreciation that even the copper 
money sells for a very high premium. The general 
circulating medium in Brazd is altogether undeter- 
mined in value *, and the use of the precious metals 
in the currency of the two principal ports has in a 
great degree been superseded. Whilst the country 
continued a colonial dependency of Portugal, 
hoarding prevailed to a considerable extent, but is 
almost discontinued since the epoch of indepen- 
dence. On the whole, perhaps more than two 
thirds of the gold, and nearly half of the silver coin, 
which formerly circulated in Brazil, have been ex- 

* The anomalies iu the ciTculating medium of Brazil exceed 
all rredence. Paper currency issued even under the authority and 
respODsibility uf tbe geueral government for the province of Baliia, 
does not circulate iu any other province. The currency at Rio de 
Janeiro is sometimes twenty-live or thirty per cent more depreciated 
than atBaltia : tliat at Bahia is somelimes twenty or tliirty per cent 
below the value of the currency at Pemambuco, Sec. &c. - 
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ported, and are now added to the currencies of 
-other countries. 

By the supplementary section in the second edi- 
tion of Tooke on High and Low Prices, before ad- 
verted to, much information is afforded regard- 
ing the extent of hoarding in Spanish America. 
Owing to the same disturbed state of the country 
which caused interruption to the working of the 
mines, the exportation of the precious metals be- 
came temporarily very considerable. Much of the 
silver, which the circulation of liiose countries re- 
quired in ordinary times, was sent away as the 
scenes of hostility extended, and in almost all of 
them (it is said) there now circulates paper cur- 
rency. ** The immense emigration that took place 
" among the old Spaniards brought over (says one 
" account) immense capitals*, which otherwise 
" n^er would have conie; many of them till then 
" buried in the ground, and which had been aecn^ 
ihtilating in a dormant state for many years : a 
portion of them, indeed a very ocmbideraible crtie, 
" not of modern coinage. That luxury whidh for- 
merly existed in South America previous to the 
V«^r, in gold and silver plate of the most massive 
" kind^ as well in private houses as in the 
" churches, has disappeared. Most of those, rich 

* The writer of the account here quoted evi<fently does not 
understand the hature of capital. 
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^^ utensils have lately been melted down. These 
^* sums have eventually entered into ciroijilatiGKu, ?yad 
^' have disappeared, being brought away by JBuro- 
" pean«." 

In England much greater economy in the use of 
currency has prevailed since the comme^oenient of 
the revolutionary wair with Fra,n4?e. The ba,uik€^s 
in the city of London send to a clearing-house ^* 
yeral times during the day the orders upon eaqh other 
which they receive from their customers, a^d n^ake 
a settlement late in the afternoon for the ba^ees 
which they respectively hav^ to pay or to receive^ 
By this arrangement le^s thai;i a twentieth part of 
the currency, which would otherwise be required 
in their transactions, is found adequate to the pur- 
pose. A far greater number of peifsons^oo ipow 
keep aocot\|iiits with banking establishoient^ tha^ m 
former times, which tends to fKJonomy in it?be use of 
the medium eimployed for general circulation. 

The greater ei^ten^i on of the system of pHaoing 
-goods in bonded warehouses, as they are /called, and 
not paying the duty on goods imported until taken 
ibr Ihome consumption^ renders a less amount of 
-currency iuecessary in their circulation, than under 
the former p^'actice of paying duties on goods at the 
time of importattipo, and receiving back the amount 
so paid when the goods were again e;^ported. It 
is now the ^common practice, when the duties 
amount to any sum of importance, .to sell foreign 
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floods in bond and agree tlie prices accordingly, 
leaving it to the buyer at his option either to 
export the goods free of duty, or to pay it at his 
conveDieuce upon taking them for home consamp- 
tion. 

By the recent institution of savings' banks, the 
smallest sums, accumulated as they are by the most 
numerous class of society, have been brought into 
circulation. Perhaps one-half of these might never 
have been hoarded, but expended at once by the 
owners, had no savings' banks existed ; yet it may 
justly be inferred that at least one-third would have 
been locked up, and is now no more withheld from 
general circulation. 



For three or four years at the close of the last, 
and for about twice as many at the commencement 
of the present century, the price of diamonds was 
much higher than either before or since. Had the 
emigrant nobility from France not been necessitated 
to sell many at an earlier period, the price might 
sooner have advanced. Two objects were accom- 
plished by the possession of diamonds : they grati- 
fied the vanity of the new upstarts who had ac- 
quired accidental distinction in the progress of re- 
volutions ; and they afforded an easy means of con- 
veying away property of considerable value, should 
the owners, iu the vicissitudes of the times, be 
compelled to fly their country. Whether for the 
new nobility that came into notice, or for the de- 
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scendants of ancient families fearful of exile in the 
progress of conquest, diamonds were equally ob-' 
jects of great desire. By their possession the 
hoarding of gold and silver was in some measure, 
superseded. 

From the preceding statements no exact results 
can be inferred, because the sums of gold and silver 
added to, or withdrawn from, circulation at dif^ 
ferent periods cannot with accuracy be ascertained- 
The effect produced on the value of the precious 
metals must be according to the proportion which 
such additions or diminutions bear to the whole 
quantity of these metals at market; and can- 
not be estimated according to the proportion 
borne to the whole quantity of gold and silver in 
existence. The quantity at market comprehends 
all that is employed in circulation. What is used in 
plate or ornament, or is hoarded, cannot influence 
the exchangeable value of gold and silver. It is not 
alone according to the supply of, but likewise ac- 
cording to the demand for the precious metals, that 
this value will be regulated. This demand must 
depend upon the extent of paper currency substi- 
tuted for gold and silver in circulation as before ad- 
verted to^ and likewise upon the quantity of com- 
modities at market to be circulated, as well as upon 
the rapidity of their circulation. 

In order to approximate nearly to a just estimate 
of the variation in the value of gold and silver, it 
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"will be proper to divide the period of the last thirty- 
five or forty years into different epochs ; and to con- 
sider the effects of the variations in the demand and 
stippiy of the precious metals at different times. 

During the prevalence of anarchy in France and 
the reign of terror which succeeded, the public 
mind throughout all Europe was in a state of ex^ 
treme excitement, and the distress of the French 
emigrants, many of whom were at one time afflu- 
ent^ made in every country a deep impression on 
the minds of the wealthy. The hoarding of trea- 
sure doubtless was then [nractised to a great extent. 
But the longer that mankind continue exposed to 
danger, they become the more habituated to apfnre- 
hension, and the less do they estimate the risk. 
Compared with the tyranny of Roberspierre, th€ 
succeeding rule of the Directory in France appeared 
to many as affording tolerable security for property. 
Once entertaining an opinion that the period of peril 
had passed away, the owners of property would 
feel an increased desire to derive some benefit from 
its employment, and the motives for concealment 
would become far less powerful. About the time 
that much of the treasure hoarded throughout Europe 
was again brought into circulation, and : added to 
the sum proceeding from melted plate, the libera^ 
tion of coin from the currencies of Austria, Portu- 
g*al, and England, consequent upon the establish- 
ment or extension of paper substitutes^ also occur- 
red. Owing likewise to the diminution of foreign 
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commerce in HoUsmd after its conquest by the 
French, a more limited currency there und in the 
neighbouring cQuntry sufficed far the circulation of 
goods. A^lthough production had much increased in 
Great Britain, the more thiari corresponding aug- 
mentation of paper currency prevented any addi- 
tional deinand for .gold and silver to circulate the 
increased commodities at market. 

The various circumstances above enumerated will 
sufficiently sheWf that the total amount of the pre- 
cious Qietals circulating iix Europe would in this 
first period be too great as compared with what cir- 
culated in other quarters of the world, where no 
events of similar import: had occurred. ^ Accord- 
ingly the x^t^ of exchange in ludia^ for example, 
would rise; or, in other words, the purchasers of 
bills there would require a stipulation to pay greater 
sums in Europe for those given in India^ than they 
would otherwise have consented to receive in ex- 
change. For a payment where currency was com- 
paratively scarce, the purchasers of bills on another 
country^ where the currency was compamtively 
abundant and consequently of diminished value, 
would require an agreement to pay a rate of ex- 
change a little more than adequate to the expense 
of conveying specie. Were no such adequate rate 
of exchange obtainable, then remitters of property 
from India to Europe in the case supposed would, 
for their own interest, purchase no bills ; but mnst 
naturally prefer to buy goods in the country where 
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the circulating' medium was comparatively limited, 
and prices were consequently low, in order to send 
the goods for sale to that quarter where the cur- 
rency was comparatively superabundant, and prices 
accordingly were at high rates. But, before such a 
result rould well be produced to any great extent 
in a country so distant as is India, the merchants in 
Europe would find, that, owing to the compara- 
tively great abundance of circulating medium, 
prices of merchandize had advanced so considerably 
as to render specie an advantageous mode of making 
remittances to purchase goods in the most distant 
markets. 

It appears accordingly that * in 1798 the quan- 
tity of specie exported to India and China by the 
East India Company and by private mercantile 
establishments in London was four times as much 
as in any one of the five years immediately preced- 
ing, and in fact was far greater in amount in that 
one year, than in all the preceding five years taken 
together. But the circumstances before stated, es- 
pecially as regard the diminution of hoarding, are 
not such as would operate suddenly. Considerable, 
therefore, as was the proportionate amount of specie 
exported to India in 1798, yet in the following 
year the quantity was more than doubled. The 
superabundance in Europe was, from tliese expor- 
tations, somewhat lessened, and occurrences in 



* Account No. 9, in ApiKuJix to Biitlton Report of 1810. 
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India ensued soon afterwards, which contributed to 
aug^ment the amount of the precious metals circu- 
lating- there in addition to the importations from 
Europe. By the fall of Seringapatam very great 
hoarded treasures are supposed to have become the 
prize of the conquering army: and what would yet 
more augment the specie in circulation, was the 
greater confidence which the owners of private 
hoards felt in the continuance of tranquillity after 
the capture of so important a fortress, and the ex- 
tinction of tyranny in the Mysore. By the com- 
plete overthrow of the most formidable enemy with 
which the India Company had till then been obliged 
to contend, the people in those extensive conntries 
must in general have considered property to be more 
secure. Fewer hoardings would be resorted to, and 
many of former times would be added to circula- 
tion. In consequence, the exportation of specie to 
India immediately diminished. 

By the peace between Great Britain and France, 
including the allies of both powers, which conti- 
nued from October 1801 to the spring of 1S03, con- 
siderable facilities were afibrded to the Spanish go- 
vernment for bringing over to Europe the specie 
which for several years had accumulated in its 
American treasuries. It was said indeed, at the 
time when war recommenced, that this opportu- 
nity to Spain formed a principal motive with the 
ruler of France for concluiliug the short peace. The 
large remittances received from Spanish America 
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again occasioned a superfluity of the precious me- 
tak in Europe, as proportioned to the relative 
amount in other quarters of the globe employed for 
the circulation of goods : and consequently in 1803 
there was exported to India a greater quantity of 
specid than in any one of the fifteen years imme- 
diately preceding. 

War with Spain was not renewed immediately 
upon the resumption of hostilities with France, and 
the former power used all diligence in the interval 
to bring to Europe whatever specie could be col- 
lected by the government in its American posses* 
sions. The interception of Spanish vessels of war 
conveying great sums of specie was the ostensible 
motive for a declaration of war by Spain against 
this country. Hostilities had not long continued, 
when the British government on successive occa-* 
sions allowed its own frigates to receive on board 
specie at Vera Cruz, which was transmitted to Lon- 
don, and apparently for account of British mer- 
chants*. This was no secret at the time, the 
specie having been insured openly in this metropo- 
lis. The export of specie from Europe to India 
had somewhat diminished in 1804, but in the be- 
ginning of that year and end of the one preceding, 
there was shipped for account of the English East 
India Company , to its Asia tic possessions, a quantity 

* These shipments of specie were addressed chiefly to the late 
firm of Messrs. Gordon^ Murphy & Co. 
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of dollars from the United States of North America. 
After being informed of the message of the King 
of Great Britain to parliament in March 1803, the 
merchants of Mexico, shipping specie for their own 
account, preferred getting it conveyed to the United 
States in the northern part of their continent, al- 
though their operations were contraband and thus 
rendered hazardous, rather than incur the greater 
risk of conveyance to Europe, Accordingly silver 
might be cheaper in the United States than in 
Europe, with the exception probably of Spain itself. 
The quantity of specie shipped from England in 
1805 for India was greater than in any one of the 
seventeen years before, and can occasion no sur- 
prise when the large importations into Europe are 
had in remembrance. 

The invasion of Spain by the French in 1807, 
the revolutionary movements which began in the 
Spanish provinces of America towards the end of 
the following year, and the abandonment of many 
rich mines in consequence of the progress of revolu- 
tion, are before mentioned. Great as is admitted to 
be the total amount of the precious metals brought 
over to Europe, and added to the circulating me- 
dium, in consequence of the return of European 
settlers from the former colonies of Spain and Por- 
tugal, yet the sum could never be estimated as at 
all commensurate with the falling off in the pro- 
duce of the mines for even ten or twelve years. 
The effect produced from the sum of the American 
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hoarding's and plate being added to the circulation 
of Europe, and from the substitution of paper cur- 
rency for coin in several of the new states, has ceased 
many years ago. 

In a few years after the last peace between Great 
Britain and France, the demand for specie was 
much increased. The Bank of England began to 
replenish its coffers, as preparatory to a return to 
cash payments. Reviving commerce in many parts 
of Europe called for a more extensive circulating 
medium, and the currency was chiefly metallic in 
the states released from French oppression. The 
loans made to Russia, Austria^ and Denmark, for 
the purpose of enabling those powers to place their 
respective currencies on a basis of gold and silver, 
as well as the exportations of specie to the United 
States of North America, for the use of the banks in 
that country, contributed to augment the demand 
for the precious metals. When the Bank of England 
finally resumed cash payments, the supplies of 
specie brought over by the natives of Portugal and 
Spain on their return to Europe, prevented the new 
demand for the precious metals from producing the 
full effect which would have resulted under different 
circumstances. 

After the final resumption of cash payments by 
the Bank of England the issue of notes under the 
value of five pounds was discontinued by that cor- 
poration, and consequently a considerable increase 
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of metallic currency was required in the metropolis 
and in the extensively trading; county of Lancaster. 
From the former amount of more than seven mil- 
lions sterlings, the small notes of the Bank of Eng-- 
land are now reduced to less than a twentieth part. 
Snhsequently to this g^reat reduction, the issues of 
country banks have been excessively curtailed, and 
are now in progress of being suppressed altogether. 

But a highly important point to be adverted to 
in recent times is the great increase of goods to be ' 
circulated. So long as this great increase was 
limited to Great Britain, a corresponding augmen- 
tation of paper currency had in a considerable degree 
forestalled the eft'ect, if the expression may be al- 
lowed, and it could produce no sensible variation on 
the value of gold and silver. It is now, however, to 
be particularly remarked, that, during the whole 
period whilst the reduction of paper currency has 
been going on, and whilst the supplies of the pre- 
cious metals at market have been diminishing, there 
has ensued an extension of machinery and an addi- 
tion to population throughout all Europe and America, 
from whence has proceeded an increase of commo- 
dities not easily to be estimated. In these two 
quarters of the globe manufactures more especially 
have been wonderfully improved : machinery not 
previously known has been introduced ; other kinds 
have been made more perfect, and from continued 
use, the workmen are become more expert in its 
management. 
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In the same epoch the importations of produce 
into Europe from other quarters of the work! hav^ 
increased in a degree never contemplated by the 
•most sanguine advocates of the opening of new 
markets in America and the eastern world. Fix>m 
South America, and more especially from Brazil^ 
the .supplies of tropical productions continue to 
augment annually, and when a better administra- 
tion of justice is established in those countries, a 
new stimulus will be given to their industry. From 
the East Indies the importations of produce ar« so 
extensive, and augment periodically in such a ratio, 
■as almost to place commercial calculations at de- 
fiance. Even fi*om former sources, the supplies are, 
<of late years, much increased. The additional 
quantities erf cotton wool annually imported from 
the United States of America, notwithstanding the 
•establishment of manufactures there on an extensive 
:seale, have excited universal surprise. The aug- 
•mented supplies of sugar, of coffee, of cotton, of 
indigo, hides, and other produce, from the countries 
•before mentioned, correspond with the increase of 
European manufactures, by means of which these 
supplies are paid for. 

Immediately after the arrival of the great amount 
of specie brought to Europe, in order to secure it 
from the uncertain issue of civil war and tFcvoIu- 
tions in the former Spanish colonies, it has been 
shewn that its export to India was renewed to a 



ESSAY VII.] VALUE OF GOLD AND SILVER. 239 

Very considerable extent : but upon the importa- 
tions into Europe falling* off, the export to India 
ceased. Soon afterwards the value of specie in 
Europe was greatly enbanced^ owing chiefly to the 
demand for coin. Accordingly, about 1821 specie 
began to be brought back from India, where its 
value had not proportionately increased. Similar 
importations from thence have since been made 
occasionally, and sometimes to a very large amount. 
These would have proved yet more extensive, had 
not the ai^gmented productions there also required 
more coin for their circulation. 

It is almost impossible to ascertain with any to- 
lerable? decree of -exactness the extent df augmenta- 
tion in the value of gold and silver during the last 
eighteen years: yet after much consideration it 
appeal's ndt too ranch to estimate the increase of 
value from twenty to twenty-five per cent. In com- 
paring the value of the precious metals with that 
of goods at different periods, it is necessary to re- 
gard the duties payable on goods as fixed quanti- 
ties, when the duties are not levied ad valorem. 
The particular commodities too, of which the price 
is regulated by laws nearly prohibitory of freedom 
oif supply, as those which determine the importa- 
tion of foreign corn, cafn afford no safe criterion for 
estimating the value of gold and silver. 

This enhancement of the value of the precious 
metals is altogether independent of the depreciation 
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of paper currency j yet they are often confounded 
together, and give occasion to the expression of 
erroneous opinions*. During the period of the re- 
strictions on cash payments of the Bank of England, 
the value of paper currency in this country was 
depreciated from tvi^enty-five to thirty per cent^ as 
compared vi^ith gold at the time. The British cur- 
rency is now placed on an equality with gold at its 
present enhanced value, and hence the value of the 
currency s increased beyond what obtained in 
1812 at least fifty-five, perhaps sixty-five per cent. 
In those places, like Hamburgh, where the currency 
has always continued metallic, its present value is 
probably no more than twenty or twenty-five per 
cent beyond that of 1812. The investigation of 
this subject is of the utmost national importance, as 
it exhibits in a clear point of view how the taxation 
of this country, oppressed as the people are with 
corn laws and restrictions, has become nearly in- 
supportable. 

The variation in value of the two precious metals, 
as regards each other, deserves some attention. 
There can be no doubt that however great may 
have been the falling off in the supplies of silver of 
late, and the consequent increase in its value, the 
value of gold has for many years been advancing 

* See Mr. Brougham's speech on presenting a petition to the 
House of Commons from Birmingham^ in June 1829^ regarding 
the currency. 
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somewhat more rapidly. For more than the last 
quarter of a century the price of gold has appa- 
rently risen in those countries where silver consti- 
tutes the fixed measure of the circulating medium ; 
and as a corresponding effect^ the price of silver has 
appeared to decline wherever the fixed measure of 
this medium is in gold; At the period of the dis- 
covery of the American mines, gold was to silver in 
the European market as one to ten ; for many years 
afterwards silver maintained this relative value in 
the East. So late as 1730 the proportionate value 
of gold to silver in China is stated in Mr. Grant's 
evidence before the Bullion Committee of 1810, to 
have remained as one to ten. Now, the relative 
value of the two metals there is nearly the same as 
in Europe. By parliamentary papers ordered by the 
House of Commons, 4th March 1811, it appears 
that in the first nine months of 1792, the price of 
standard gold was constantly at 3/. 175. 6rf. per 
ounce, whilst the price of Spanish dollars fluctuated 
from five shillings and four-pence to five shillings 
and sixpence the ounce. Standard gold and Spanish 
dollars continue of equal fineness as in 1792, but 
their relative value is now very diflferent. At the 
present time standard gold is again at the same price 
as that above mentioned. Spanish dollars however 
are only about four shillings and nine-pence the 
ounce. This price differs from that of 1792, being 
about twelve per cent lower, and exhibits, on the 
comparison of the precious metals with each other, 

R 
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a fall in the value of silver, or an advance in the 
value of gold to that extent. 

In corroboration of this statement, that gold haii 
of late years advanced greatly in its relative value 
to silver, or that silver has much declined in its 
relative value to gold; it may be mentioned that 
the rates of exchange between Great Britain, where 
the value of the circulating medium is estimated in 
gold, and all those foreign countries where the 
same basis is silver or where gold and silver circu- 
late simultaneously without restriction of amount, 
are now very different fiom what were formerly 
estimated as the pars. The par of exchange be- 
tween London and Hamburgh, as calculated in 
former times, was thirty-four shillings three and 
a half grotes Flemish banco in silver for one pound 
sterling ; but the actual rates since the resumption 
of cash payments by the Bank of England have 
often exceeded thirty-seven, and been sometimes 
as high as thirty-eight shillings Flemish banco for 
one pound sterling. The rate of exchange on 
Hamburgh has never, since the return to cash pay- 
ments^ been in this country below thirty-six. It 
is to be noticed that the exchange on Hamburgh 
is no longer estimated in shillings Flemish, but 
in marcs banco : this does not make any dif- 
ference in the comparison of the ancient par with 
the present rate of exchange when reduced to an 
equivalent in shillings Flemish. At the period 
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of these pars being first calculated, silver was ua- 
der-rated in the British currency as compared with 
gold : at the period of 1792, and for long before, 
the exchanges here are said to have generally 
been b^low the par upon countries whose curi- 
rencies consisted of silver coin. It is most difficult, 
however, to ascertain the actual rates of exchange 
at distant dates ; for the printed rates of the course 
constitute no, safe guide. These lists are prepared 
by brokers before*^actual business commences, and 
the course is printed at the rates which they think 
will facilitate exchange transactions. Merchants 
of high credit usually pass their bills on terms 
about one per cent more in their favour than the 
rates in the printed course list ; and on places 
with which exchange business is very limited, the 
difference will sometimes be as much as five per 
cent in favor of the seller of the bills, whilst on 
other occasions the same price will be accepted as 
is printed in the course list. It is therefore diffi- 
cult to aiMi^rtain now" what was the usual difference 
between the nominal and actual rates of exchange 
more than thirty years ago ; and without this in* 
formation no exact difference between present and 
former rates can be positively stated. 

Considering that the value of gold, as compared 
with silver, is now enhanced to that degree which 
has occasioned the exportation of much of the 
gold, and consequent withdrawing of gold coin, 
from those countries where the two metals for- 
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merly circulated simultaneously, leaving silver coin 
as the medium of circulation, or at least as its 
basis to be used with paper currency ; it must be 
inferred, that no future supplies of gold of much 
importance can be obtained from the same coun- 
tries. Should the supplies from the mines not 
prove far more abundant, and should the British 
government persevere in its prohibition of the small 
notes below five pounds, substituting gold coin in 
their place; then gold wall continue to maintain 
its high value, as well in relation to silver as to all 
other commodities. 

An increased demand for gold in this country oc- 
casions a fall in the prices of silver as well as of other 
commodities. This might cause the possessors of 
silver, not of British coinage, to imagine there was 
an unusual quantity at market. Hence, in 1821 
and 1822, when the purchases of gold by the Bank 
of England had occasioned the price of silver to 
fall, it was generally thought that the silver mines 
had recently become far more productive. It is 
unnecessary to say that this opinion was erroneous. 
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ESSAY VIII 



ON THE ORIOIN AND INCREASE OP CAPITAL. 



The property or wealth which is acquired by indi- 
viduals does not necessarily become a capital. The 
owners may apply their property, or any part of it, 
in purchasing the unproductive services of other 
people or objects for their own immediate gratifica- 
tion, all of which perish in the enjoyment : this ap- 
plication of property is considered expenditure. In 
order to constitute capital, property must be em- 
ployed with the view of reproducing or replacing 
a value equal to what is laid out or consumed^ 
together with a profit. The increase to the amount 
of property so employed is termed a revenue. 

The origin of all capital is labour; but the in- 
crease of capital depends upon the ability and desire 
of savinof from income or revenue. No considerable 
and continued increase of its amount can take place 
without that degree of frugality which occasions the 
conversion of some revenue into capital, and creates 
annually a balance of produce above past consump- 
tion. Were the whole amount of revenue con- 
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8umed for personal indulgence or gratification, ex- 
cepting what was necessary to maintain the capitals 
now employed in their present state of productive- 
ness, it is evident that they would not be increased. 
The national capital, like that of individuals, is 
increased by all. the savings from revenue, which 
are appropriated towards the production of greater 
values, and is diminished by every expense of those 
people who are not productively employed. In the 
acquisition of most of the capitals possessed by the 
industrious classes, much time and much patience 
are usually requisite ; many are the disappointments 
and hinderances which they meet with in attaining 
to wealth, and they are cotnmohly cat*efal in its 
preservation . 

At first the savings of mankind were probably no 
more than a prudent reserve of what ^Vas neces- 
sary to supply the future wants of the parties them- 
selves, who were thus careful in making the provi- 
sion, and it would also itiost probably consist 6f the 
immediate produce of their own industry. Ev^dfy 
individual engaged in agriculture would naturally 
set apart as much of the produce of one harvest as 
he and his family were likely to require linitil the 
return of another, and likewise a sufificieney of 
seed for his arable land, in order to ensure a ooti^ 
tinuance of future production. 

The power of individuals to increase their capi- 
tals must always depend upon the extent of revenue 
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derived from Aeir employment. When this yields 
but a small return, there is less ability to add to 
capital, and the desire to do so will be more Ian- 
guid than under opposite circumstances. It is true 
that, when property is acquired without much toil, 
it will often be expended with profusion. Fre- 
quent are the examples, that great riches, when 
acquired suddenly, either by unexpected inherit- 
ance, or by hazardous speculation, do not long re- 
main with the owners. In the one case they are 
often expended lavishly ; in the other they are 
daringly adventured. With all this frequency of 
example, it is yet unquestionable that, during times 
of the greatest public expenditure and individual 
luxury, when hazardous speculations also were of 
common occurrence, not only did the national capi- 
tal suffer no diminution in this country, but on the 
contrary it was greatly augmented « 

During the last war in which Great Britain was 
engaged, the expenditure of the government far 
exceeded its utmost amount at any former time; 
and great public expenditure, especially when it 
increases rapidly, will almost unavoidably be at- 
tended with extreme profusion. Whilst the safety 
of the state is in question, the period is not well 
adapted for- a minute scrutiny of the national ex- 
penses. Many private capitalists, and especially 
those who famished supplies to government, were 
then enabled to realize fortunes of magnitude. 
The general rate of profits was high, and the 
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owners of large capitals were benefitted accordingly. 
Notwithstanding that public expenditure was la- 
vish; and as a consequence of the great amount of 
property in circulation, that private profusion was 
more prevalent than at any former period; and 
although speculation was carried to an extent 
before unknown, vet it cannot well be doubted that 
the national capital continued to increase. The 
lands were further improved, and rendered more 
productive; manufactures were increased in an un- 
precedented degree ; commerce was extended ; and 
the means of adding to the sum of necessaries, con- 
veniences, and luxuries, for the enjoyment of the 
people, have, in these various ways, been greatly 
augmented. 

Let it not be supposed that war is here considered 
as a means of augmenting the national wealth ; 
war of itself could never produce any such effect. 
The national capital of this country was fast in- 
creasing before the commencement of the French 
revolution, and has continued to increase since the 
last general peace. A principal cause of the in- 
crease of capital^ during the war, proceeded from 
the greater exertions^ and perhaps the greater pri- 
vations of the labouring classes, the most numerous 
in every society. More women and children were 
compelled, by necessitous circumstances, to enter 
upon laborious occupations ; and former workmen 
were, from the same cause, obliged to devote a 
greater portion of their time to increase produc- 
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tion. The excessive taxation likewise, which war 
occasions and perpetuates, must lead to so great in- 
equalities in the distribution of wealth, as will en- 
courage crime and the general demoralization of 
the lower orders of the community. These are 
evils not to be compensated by any addition to the 
national capital. It is further to be observed, that 
oppressive taxation offers great inducement to the 
owners of capital to transfer it to other countries, 
when the period of unusual profits has passed 
away. 

The same motives which animate men in their 
industrious pursuits, stimulate them to acquire and 
to increase capital. The same insecurity of property 
which paralyzes the energies of the industrious, im- 
pedes the exercise of the disposition to save from 
revenue. It seems more wise to expend and to en- 
joy all wealth that is acquired, than to reserve any 
part of it for the future, when the reserve is exposed 
to robbery or seizure. However much men may be 
inclined to forego present enjoyment, for the sake of 
permanently improving their future condition, this 
desire will but little influence their conduct, when 
the expected improvement is left in great uncer- 
tainty. The inclination for acquiring capital, when 
its possession can be secured to the owner, is like to 
most of our other desires ; it gains strength from 
gratification. It is commonly observed, that the 
individual who succeeds in his exertions to ob- 
tain wealth, continues in general to be quite as 
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eager in the same pursuit, as previous to his ad- 
vaDcement from an ordinary station. This un- 
satisfied desire leads to perseverance in saving from 
income. And as the means of acquiring wealth, 
together with the greatest facilities of employing 
profitably and securely what is once acquired, can 
usually be found on the most extended scale where 
free institutions are established; it is accordingly 
in these countries that, under ordinary circum- 
stances, we see the most frequent examples of 
individuals rising from obscurity to opulence, and 
that the wealthy prefer to reside, in the hope of 
further acquisitions. 

So uniform is the wish of the owners of capital 
to place it in security, that even in the most free 
countries and where property is held to be the 
most secure, a preference in its investment is always 
given to the purchase of land. Capitalists are eon- 
tented with a lower rate of profit or of interest, 
when the property is laid out in land, than in any 
other way. In times of revolution, when the 
owners have not actively interfered in favour of one 
or other of the contending parties, it seldom hap*- 
pens that landed property is confiscated. Some 
compensation for the low rate of profit on such in- 
vestments may, no doubt^ be found in the rank 
usually conceded in society to extensive landed pro- 
prietors. Their wealth is justly considered to be 
more secure, and the natural influence, which wealth 
confers, is thought to be more firmly established i^n 
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their family than where property is more exposed to 
risk. 

The increase of capital in any coantry does not 
necessarily arise altogether from the sayings of the 
inhabitants out of their revenues. Capital to some 
extent may be transmitted to a particular country, 
with the view of placing it in greater security ; or 
from the hope of obtaining greater profit; or be- 
cause the owner removes his own residence, and 
desires to have his capital under his immediate care 
and management. 

When the employment of capital becomes un- 
usually hazardous, or its possession insecure, the 
owners naturally desire to place their property out 
of danger. They may keep it unemployed, or even 
coDcealed at home; or they may send it to some 
other country, where it is considered to be more 
safe, provided that no excessive degree of risk at- 
tends the removal. The insecurity of property in 
possession of the owners has, on diffn'ent occasions, 
led them to adopt various expedients for its safety, 
according to the state of society. During the eon^ 
tinuance of the feudal system, when every chieftain 
waged war from his own caprice, the insecurity of 
property led to the burying of money, and treasure 
trove formed no inconsiderable part of the rerenue 
of the sovereign of Europe. 

At the commencement of the French revolution^ 
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it is well known that a very large amount of pro- 
perty was conveyed away from the place of sup- 
posed danger to other countries where wealth was 
considered more secure. To these remittances from 
one country to another, the moilern institution of 
bills of exchange affords considerable ease and 
safety. Were a number of people in France de- 
sirous of placing property in London, and were 
the remittance of specie attended with uncommon 
risk, the exchange would advance according to the 
competition for bills, for the variable price is in 
French money. The exporters of goods from France 
would then prefer drawing bills on foreign coun- 
tries for the proceeds of their exportations, rather 
than to order other goods to be sent in return. Al- 
though these bills might not be drawn on parties in 
London, but on Hamburgh or Lisbon, for example, 
yet here the bills could readily be sold, and the pro- 
perty placed in London, as intended. 

Whilst revolutions were making progress in South 
America, no small sums of specie, and other pro- 
perty also, were sometimes deposited on board of 
foreign vessels in the harbours, and more frequently 
sent away altogether, for the sake of security. In 
more tranquil times, and in the ordinary course of 
trade, the property would probably have remained 
in the country. Of that part which was abstracted 
fi-om the circulating medium, no great want could 
be felt at the time, for in the period of revolution 
few exchanges of valuable commodities are prac- 
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ticable. Before the re-establishment of a degree 
of order and tranquillity sufficient to admit of such 
exchanges again becoming common, the vacuum in 
the circulating medium was replenished in various 
ways ; among others, by the proceeds of public 
loans effected in Great Britain. 

At the time when the trade from the United 
States of America to countries beyond the Cape oif 
Good Hope first began to be of importance, a con- 
siderable part of the capital engaged in it is sup- 
posed to have been the property of British subjects. 
The expectation of gaining more than the common 
rate of profit encouraged the distant employment of 
capital, although placed out of the immediate con- 
troul of the owners. The laws of Great Britain 
did not then permit any others of its subjects than 
the East India Company to carry on the trade to 
India, and do not now allow any others than the 
same company to trade with China. A foreign 
vessel may proceed from Great Britain direct to 
those countries, and return laden with Indian or 
Chinese productions direct to the continent either of 
Europe, or of the part of America not under the 
British power. Owing to the neutrality of the 
United States whilst war was general in Europe, 
British capitalists were much encouraged by large 
profits to employ their property, under the flag of 
America, in secretly carrying on the distant trade 
to India, which the British laws had unwisely pro- 
hibited to be conducted openly, and allowed only to 
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a company with especial privileges. Now, the 
inerchants in the United States have acquired capi- 
tals of their own adequate to carry on the trade to 
India and China without foreign $issistabpe. Their 
competition among each other has reduced the pro* 
fits to that low rate, at which foreigners are no 
longer encouraged to place their capitals under the 
names of American citizens. Fpr some part of the 
increase of their capital they are no doubt indebted 
to the profitable employment of American shipping 
in this distant carrying trade under circumstances 
attended with great advantage. Had not the mo- 
nopoly of the British East India Company existed, 
it is probable that the amount of British capital, 
employed in trading beyond the Cape of Good 
Hope by foreign ships, would have been quite 
insignificant, if indeed any had in that event been 
so employed. However that may be, there is little 
probability that British capital would then have been 
embarked in a trade carried on by foreign shipping 
in the circuitous route of the United States, but, 
what little might have been employed by foreign 
vessels, had no doubt been limited to the direct 
trade from India and China to European ports. 
Now that the monopoly of Ii^dian commerce for- 
merly possessed by the British East India Company 
is at an end, and that of the trade to China alone 
continues; British capital will no longer be em- 
ployed in carrying on the first by foreign ships, and 
owing to the present active competition among Ame- 
rican merchants themselves in the tirade to China, the 
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British capital secretly employed in it, in contra- 
yention of British laws, and consequently at in- 
creased risk^ must altogether be of trivial amount. 

From past experience of the effect of one monopoly 
in causing the transfer of British capital to another 
country for the sake of more profitable employment ; 
it may naturally be thought that the government 
would have become more than usually cautious in 
establishing any future monopoly to produce the 
like result. When it is seen that acquired advan- 
tages are wilfully or capriciously thrown away, and 
that the error is made available by a rival, the mind 
is filled with painful regret. A sense of humilia- 
tion too will commonly follow the discovery of ma- 
nifest folly or want of prudence. Yet under cir- 
cumstances calculated to excite these painful feel- 
ings, and with full experience of the injury conse- 
quent upon monopoly, has the British government 
constituted another in favor of the landowners, to 
the great prejudice and detriment of all other 
classes of the community. By establishing the 
monopoly of corn, every encouragement is offered 
for transferring British capital and industry to 
other countries. If manufacturers continue to 
employ their capitals in Great Britain^ they find 
that the market at home, constituted by the demand 
of the great body of the people, does not increase 
in proportion to the augmentation of enjoyments 
among other nations; because the price of provi* 
sions in thk country is artificially raised so high 
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that the labouring classes possess but little, if any 
surplus means of expenditure after providing the 
necessaries of life. Manufacturers also are effectu- 
ally prevented from selling to foreigners the same 
value of manufactures as before, because of the 
prohibition by duties to receive in this country 
what foreigners have chiefly to give in exchange. 
Let it even be supposed, that there is no diminution 
in the quantity of manufactures consumed at home 
and exported, then, so long as an adequate value is 
not allowed to be brought back in return for the ma- 
nufactures sent to other countries, the price at which 
they are sold must be so low as will scarcely aflbrd the 
means of subsistence to the workmen employed in 
their production. But when sold at a lower price 
abroad than at home, goods will be forced upon the 
home market until prices here and abroad are equa- 
lized. The prices will thus be reduced in all markets. 
The produce of manufacturing capitals, and conse- 
quently the capitals themselves, are artificially ren- 
dered less valuable in Great Britain by the high 
price of food caused by its monopoly. By trans- 
ferring these capitals to other countries where the 
produce of manufacturing industry is not limited 
artificially in the extent of the market, the owners 
must benefit. Thus do the British corn laws offer 
much encouragement to transfer capital to other 
countries. At the same time the owners of capital 
and the labourers employed in the agriculture of 
this country, do not receive due encouragement. 
Profits and wages tend to an equalization in all 
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branches of industry, and tlie excess of price occa- 
sioned by the corn laws nug'ments alone the rent of 
land. 

■• The expectation of high profits as compared with 
the general rate will sometimes attract capital to 
hazardous speculations. Many foreign states have 
accordingly obtained loans in Great Britain when 
interest and profits were at a low rate, and many 
extraordinary schemes have been entered into, of 
which the results are but too well known to the 
public. By the loans much capital was transferred 
from one country either to be expended, or to pay 
for expenditure previously incurred in another. By 
many of the schemes much British capital was 

^wasted both at home and abroad. 



' ' ■ Capital is also removed from one country to ano- 
ther, when the owner changes his residence, and 
desires to have his capital under his own immediate 
controul or inspection. From this motive capitals 
have frequently been transferred by the owners 
from the East and West Indies to Europe. So 
many of the owners of capitals brought from the 
East are said to be natives of Scotland.who desire 
to return to the country of their birth, and there to 
acquire rank in society ; that in consequence of 
their competition to purchase land, the price is 
stated to have advanced several year.s ago higher 
in proportion to the rent than in any other part of 

M|j£Brope. 

11 
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It has been reported, tkat prior to the emigration 
of the Portuguese court to Brazil in 1807, it was 
one of the secret instructions from the govemnent 
at home to the Captains General of the Brazilian 
provinces, that they should by all possible means 
encourage the return to the Euiropean dominions of 
isuch Portuguese as had acquired wealth greater 
dian usual in Brazil. By this proceeding it was 
intended to prevent individusls of European edu- 
cation from endangering the allegiance of the colo* 
nists by any disloyal use of that influence which 
wealdi confers; and at the same time to increase 
the capital and resources of the motlier comitry. 

The most rapid increase of capital that has ever 
occurred is probabiy to be found in the history of 
the United States of North America. There, waste 
lands have^ judicfously and without undn^ evicou- 
ragement, been brought into a state of cultiv^ation ; 
lands pi'eviously cultivated have been improved; 
manu&ctures are established, and the comwapce of 
their citizens is m:et with on every shore. There, a 
high rate of profit conferred the tibility of adding 
tx> capital. By the wars in Europe arising out of 
the French vevoltitioii, new and advante^eiMis -mta- 
ploy9»en4s werie opimed for the capitaKstts of the 
United States, and the value of all prodnctiona of 
<he country W'as greatly augmented. 

It was not, however, by the savings of the people 
alone, that the capital of the United States oscperi- 
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^nced so great an increEise. The complete security 
affonied, when combined with the ^expectation of 
large profits, encouraged the transfer o£ capital 
from other countries. At the period of the French 
revolution the American capital wais no doubt in- 
adequate to cairy on all the new em^ymsuts 
which were soon afterwards' <:)pesied to it, b«ut iba 
extraordinary rate of i^fits deriT/ed from ^Fenal of 
these employments enabled the iiatire capitaUfife 
speedily to augment their patoperty, and at the saane 
time greatly eneouraged the tranfifer ^f forei^ 
capital to the United States. 

How flm^ch capital had increased in the United 
States, is appar<ent from Mr. Baring's Ijoiqfuiry into 
theOaases and Conaei^ences of <lie Orders in Coun- 
cil^. ^ The proportion of capital {says he) to tbe 
^ dematid for it has, mb sKHgiit be expected, been 
^' graduaUy improving ia America during tlie last 
^ war. Tihougfa the legal interest is only isix per 
^ cent, the market rate was irom twelve to twenty ; 
^' at present it is little xaore than the legal f!ate. 
^' Oreat assistance was derived from the estaiblish- 
^^ fuent of public banks ajtd insuiaBce oomf^iiEaes." 
The lEMMbtv-e £>r ^stating bene the reason assigned by 
Mr. Badiig fir the assistanoe derived from banks 
tending to reduce the rate of interest, is merely to 
prove, -that tbe gpeater abundance o£ capital was 
not a temporary oeettrrence froceeding fro0ii the 

* Thisd OCcfition, Wm, page S3. 
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want of employment for it in consequence of the 
recent enforcement at that period of tlie British 
orders in council. 



After the United States declared war against 
Great Britain, and the employment of capital in 
foreign commerce had in consequence become much 
restricted, the ability of the people to afford a 
moderate portion of the enjoyments of life opened 
new employments for the national capital at home. 
In that country there were then but few, if any, 
restrictions of importance in favor of particular 
branches of industry. Almost all employments 
were left to find that level which the condition and 
circumstances of the society had naturally assigned 
to them. Manufactures, freed by the war with 
Great Britain from foreign competition, were much 
extended, and the consumption of the North Ame- 
rican people themselves offered a ready market for 
their new productions. Agriculture, although com- 
paratively depressed, was still prosecuted with some 
animation. The particular States most eager far 
continuing the war consisted of those whose occu- 
pation was chietly agricultural. The New England 
States, who had the greatest share of commerce and 
navigation, were the most desirous of peace. 

Before concluding this essay, it would almost 
be inexcusable to omit adverting to the banks for 
small saving,s of the common people ; institutions 
so beneficial to the least wealthy classes of society 
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as to entitle the inventor to gratitude and praise. 
By means of these banks many small snms are 
saved for the individuals, who are the most helpless 
when overtaken by adversity, at the same time that 
they are the most exposed to disease, to accidents, 
and to the condition of absolute poverty. Nor is 
provision against misfortune the only advantage 
arising to the people from savings' banks. By de- 
positing small sums according to their ability and 
convenience, these are not dissipated as formerly in 
wasteful expenditure, or in drunken debauch; habits 
of prudence are superinduced. The depositors too 
become more satisfied with their condition in society, 
and usually conduct themselves with greater order 
and propriety than others who have nothing at 
Stake, 

Moderate as is the rate of interest allowed, yet 
the amount of deposits has very much exceeded what 
was expected by the government, when it began to 
allow interest on the payments made by savings' 
banks into the hands of the commissioners for re- 
ducing the national debt. Government has accord- 
ingly acted upon the presumption of there being 
among the depositors some of greater wealth, than 
should be allowed to avail themselves of the facilities 
meant to be afforded to that class of people who 
were but little removed from indigence. By suc- 
cessive acts of parliament the banks have conse- 
quently been more and more restricted in the 
amount to be received on deposit from any one 
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individuaL Every depositor h also required to 
STgn a declaration of bis having no property placed 
in any other savings' bank, and if this be afterwards 
lonnd tintraey the deposit is forfeited. Benefit 
societies which place their funds in a savings' bank 
are not thus limited in the amoont of tbeir deposits. 

The general demeanor of the depositors seems 
to be more correct^ and their appearance is altoge* 
ther more in their favor^ than is osual with other 
persons in nearly the same condition of life. The 
deposits throughout the kingdom amount to many 
millions, of which a great proportion would have 
been unprofitably or injuriously squandered away, 
had no savings' banks existed. Not only bas 
the national capital been augmented, but the cha^ 
racter of many of the people is improved. The 
benefit accruing to individuals from the interest 
allowed on very small sums encourages them not 
only to saving, but likewise to industry. Aware 
also as they are, where their little propertiea are 
iiltimately lodged, and that by public calamity 
or confusion they might lose the whole amount, the 
depositors become warm friends of public tranquil- 
lity, and in no small degree give strength to the 
governm^tit. 
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ESSAY IX. 



ON THE EMPLOYMENT OF CAPITAL GENERALLY; 

ITS DIVISION AND VALUE. 



In every country wbere any moclerate degree of 
good government is established, and where property 
is in consequence considered to be tolerably secure j 
by far the greater number of people, who possess 
more woalth than is adequate to defray their expen-* 
diture for a short time, will naturally desire to em-^ 
ploy the surplus^ in a manner calculated to inccQasB 
their future revenue., Examples of a different conn 
duct may indeed be adduced, but they are of so rare 
occurrence as to be (considered very remarkable* 
One is mentioned by Dr. Johnson in his Lives of 
the Poets. He steites, that the Anther of Mr. Pope 
looked up in a chest a sum of about twenty thou-r 
sand pounds, taking from it what his expenses re- 
quired, and that his life was prolonged long enough 
to consume a great p^ before his son came to the 
inheritance. But few similar instances can be 
found, ^ where property of large amount is allowed 
to lie dormant for many years, if ita employment 
be attended with no uncommon degree of risk, and 
if at the same time interest or moderate profits be 
attainable. 
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According to the statements of Humboldt and 
other travellers in America, great property was con- 
stantly kept unemployed by the owners under the 
Spanish colonial governments. From the corrupt 
administration of justice in those countries, there 
existed little confidence or security; and the re- 
strictions on commerce narrowed the circle in which 
capital could be employed advantsigeously : both 
circumstances combined will sujQSciently account 
for a line of conduct pursued by men of property 
that would otherwise have appeared extraordinary. 

When currency, like any other machinery, assists 
in producing a value greater than the owners have 
laid out, it must be regarded as their capital. Whilst 
employed merely for expenditure, or when hoarded, 
it can in no way aid in the production, or in the 
advantageous circulation of goods, and therefore 
should not be r^arded as capital. The circulation 
of goods may be carried on with equal £sicility by 
means of a small as of a large quantity of the cir- 
culating medium, and although the nominal value 
might be augmented from an over-abundant cur- 
rency, yet such augmentation, as it is unnecessary, 
does not in reality increase capital. 

Provided that a sufficient amount of circulating 
medium had previously existed, the boardings of the 
father of Mr. Pope, or of the former colonists of 
Spain, if brought into circulation, would not have 
added to the capitals of the countries where they 
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respectively resided, so long as the increased quan- 
tity of currency rt-mained there ; because the an- 
nual revenue could not be in consequence aug- 
mented. The increased amount of the precious 
metals in circulation must have occasioned an excess 
of currency, and consequently an exportation of 
gold and silver coin. In return for the value ex- 
ported, goods which were the most wanted would 
be brought back, and the national capital aug- 
mented accordingly. 

The employment of capital, as remarked by Mr. 
M'Culloch, facilitates the production of wealth: 
first, by enabling persons to execute work that 
could not be executed without it: second, by saving 
labour in the production of almost all commodities : 
and third, by enabling labourers to execute their 
work better, as well as more expeditiously. 

In the working of mines, the justice of these 
observations is particularly obvious. With the aid 
of that machinery which can alone be provided by 
means of capital, many mines are now rendered 
productive which could not otherwise be wrought. 
The saving of labour in working them is almost 
incalculable. Mining operations are likewise per- 
formed in a superior manner, and with greater ex- 
pedition, according to the extent and improvement 
of the machinery. 

Without the employment of capital separate oc- 
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cupations ccmld not be followed by different ifidi- 
viduals for a period sufficiently long to sop^indiiiee 
that dexterity, saving of time, and improved exer 
QUtion, which the more permanent division of la- 
bour so usefully establishes. Unless workmeik felt 
assured that a stock of provisions was stored up 
i^omewhere, of which they could certainly obtains an 
adequate portion in exchange for their labour, ncme 
would apply to any other pursuits than those whicb 
directly provided food and other necessaries. With- 
out such a stock it would be impossible to establish 
manufactures ; and unless it were replenished from 
time to time, in order to supply the wants which 
continued to arise, and unless a necessary portioa 
of it remained within the reach or attainment of 
manufacturers in exchange for their labour^ it ia 
certain that their separate occupations must be 
abandoned. 

Not only do workmen require the necessaries 
and conveniences suitable to their condition of life 
to be provided for them whilst their work is in prc^^ 
gress, but until it is finished ; and if they labour 
for their own account, they must have a stock until 
their work is sold. In addition to the means of 
subsistence, of clothing, and of lodging, workmen 
require alsa proper tools for the accomplishment of 
their work, and a stock of materials upon which 
their labour may be employed. From the inade-^ 
quate capital in some parts of Ireland, and the con- 
sequent insufficiency of tools with which workmen 
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are there fsapfiied, it is confidently affirmed, that 
some descriptions of labour are in reality more ex- 
pensive in that country than in England^ although 
paid for with a third less money wages*. 

In consequence of the employment of a^quate 
capital, the industrious are animated in their occu* 
pations. Agriculturists^ for example, would neither 
provide a quantity of food over and above what 
was required for their own use and consumption, 
nor the materials of manufacture, unless they were 
assured of some advantage from making the pro- 
vision. In exchange for these, the produce of their 
industry, they receive the produce, or the power of 
purchasing the produce of the industry of other 
people : in different tvords, they receive the power 
of purchasing a portion of the other necessaries, or 
conveniences^ or luxuries^ which they have occasion 
for. But this power could not be conveyed to them 
so as to confer the means of immediate acquisition, 
unless a stock of necessaries, conveniences, and 
luxuries, were actually in existence. Being enabled 
to acquire without delay those objects which con- 
stitute the motives for engaging in labour, a far 
more powerful stimulus is afforded to industry, 
than if the agriculturists were necessarily obliged to 
wait until the goods were manufactured, which 
they desired to obtain in exchange for their pro- 



* This fact I believe to be stated in the Appendix to the Report 
of the Commons' Committee on the State of Ireland. 
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duce. According to the augmentation of the stock 
of manufactures, more will be given in exchangee 
for the productions of agriculture, and reciprocally 
as agricultural produce becomes more abundant, 
manufacturers will be supplied with it on more 
favourable conditions. From every increase of ca- 
pitnl, industry is stimulated, and in proportion to 
its produce, when consisting of what is suitable to 
the wants of the consumers, and to their power 
of purchasing, so is the increase of the national 
wealth. 

It is almost self-evident, that unless a greater 
stock of necessaries were provided than what is 
immediately required for consumption, land would 
not be much improved, the division of labour could 
not be introduced to any beneficial extent, nor 
could machinery for facilitating the increase of pro- 
duction be provided : mankind, indeed, would be 
occasionally exposed to famine. It requires other 
enjoyments besides the indispensible necessaries of 
life to encourage men to apply with assiduity to 
industrious pursuits ; but other enjoyments can only 
be provided in proportion to the extent and judi- 
cious employment of capital. Were mankind con- 
stantly compelled to labour all the day, in order to 
earn what was sufficient to procure the bare neces- 
saries of life, their condition would be little re- 
moved from that of slavery. 

Capitals are commonly divided into fixed and 
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circulating. Under the first of these divisions are 
classed all improvements of land, all machinery, 
implements of husbandry, of manufactures, and of 
trade; in short all such capitals as yield a retenue 
without change of possession. Circulating capitals, 
on the contrary, yield a revenue only by change 
of ownership, and consist of the stocks of provisions, 
materials used in manufacture, finished work, and 
money, wheiiemployed with aview to future revenue. 

All capitals were at one time or other circulating, 
and only became fixed, because the owners judged 
that this mode of employment would bring them 
the greatest reven ue. Provisions and finished 
work have accordingly been applied to the main- 
tenance of labourers who improved land, or con- 
structed machinery, for this mode of employing 
capital was considered more advantageous than if it 
had been retained in circulation. Fixed capitals, 
in order to yield a revenue, require the aid of what 
are circulating to keep them in action. In other 
words, provisions and finished work must con- 
tinually be applied towards the maintenance of la- 
bourers who assist in preparing that augmentation 
of produce which is expected from the employment 
of fixed capitals. 

Whilst fixed capitals are both originally derived 
from, and require to be continually supported by 
circulating capitals ; the last again receive supplies 
as well from their own employment, as from that of 
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fixed capitals terminating in augmented pradae- 
ijon. All tbe improvements of bud, all madaifiery 
andv implements of husbandry, mamifieictuiie, and 
trade, are put in operation for tbe purpose of in- 
creasing tbe stocks of provisions, materials Ibr ma- 
nufacture, finished work, and money. 

When the objects constitating capital are ciseliiUy 
employed, they are placed in a state to be looosnoied, 
or to require renovation, just as much as if they 
were directed to promote amusement, or to gratify 
the expensive desires of the owners. The improve- 
ment of land must be continued or rasewed ; imple- 
ments and nmchiiiery are worn out by use, and must 
be repaired or replaced. To improve land, to con- 
struct machinery, axid to provide implements for 
facilitating labour, woikmen must be employed, 
find consequendy supfdied with a portion of circn- 
lating capital for their support. To replenish the 
stocks that constitute circulating capital, labonrers 
must be employed and provided for out ^f the stocks 
on handL In order to derive a revenne from its 
employment, coin too must be put into eireulation, 
. whene its wear is slowly progressive. 

By the production of an exchangeaUe vaiye 
greater than what is consumed, or by the acquisition 
of a value greater than what is given 'm exchange, 
■can capitals be alone made to yield a ravemue. JBut 
as tbe value of all commodities, and conseqfaently 
of all capitals, depends upou the portion of desir- 
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able necessaries, conveniences, and luxuries, wfck^ 
tiie owners are thc^reby ei^bied to obtain or to 
oommand; it will follow, that aH profitable em- 
ployment of capital consists- in promoting the 
almndant supply of diat produce of labour whidb 
is suitable 'm kind and in proper proportion to tbe 
demand. This abundant ^supply of produce is ob- 
tainable by setting kibonrers to work in the most 
advantageous manner, and by facilitating tberr 
industry in ev^y way that can lead to resets of 
the greatest value ; so that the supply of produc- 
tions wanted may either be augmented directly, 
or indirectly by the posses^n of an increased value 
to purchase them. At fin^ thought it may be 
supposed that a revenue is derived from capitals 
which are not thus employed. Upon invef^igation 
it will be found, that every capital, from which a 
revenue proceeds, is oither immediately employed 
in setting labourers t<^ work, or indirectly by re- 
placing the oapvtals which are tlius directly empl^ed. 

Tiie owner »et property may indeed l^id it to 
a spendthrift, or he may tend it to a government 
to be used in its expenditure, and ikte owner may 
receive an annuity for tbe property he has lent. 
The property in question when thus expended can 
no longer be termed a capital; it has been ex- 
pended wilitout being replaced by reproduction, 
or aJSbnling a revenue. In exchange for his pro- 
perty the owner may receive the grant of au an- 
nuity, and this he can sell or 4aspose of Wke any 
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Other value. The purchaser becomes the new 
owner of the annuity, and to obtain it he may 
replace the property, or a part of the property 
which was first lent. He may even give more for 
the annuity than it cost to the original owner. 
All this does not recal into existence the property 
which was expended without reproducing a value. 
Originally there were two portions of wealth in 
existence J the one belonging to the first owner of 
the annuity, the other to its subsequent purchaser: 
after one portion is expended, the other remained 
to purchase the annuity. Before the expenditure, 
both portions of wealth could be employed as a 
capital; but one of ihem being expended, there 
remains one portion only to be so employed. Such 
lendings therefore for expenditure, or such pur- 
chases of annuities, in no way mditate against the 
previous assertion, that a revenue cannot be derived 
from capital which is a property destined for the 
reproduction of a value, except by employing it 
directly or indirectly in setting labourers to work. 
The annuities granted as an equivalent for property 
lent by one party and expeudetl by another, cannot 
be paid out of any revenue derived from property 
expended without the reproduction of a value, but 
can alone be paid from the produce of labour. 



All capitalists desire the greatest possible profits 
from the employment of their property, consistent 
with due regard to its being tolerably secure. 
Consequently capitalists employ their property in 
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promoting' directly or indirectly the general abun- 
dance of those necessaries, conveniences, and 
luxuries of life, which are expiected to be sold 
with the greatest advantage. If the price does 
not yield an adequate remuneration for the capital 
and labour employed in the production of particular 
goods, the same extent of supply will not be con- 
tinued. The fact of the price affording an adequate 
recompence to capitalists or labourers, or of the 
contrary, ^ is in most cases ascertained alone by the 
continuance or the diminution of the supply ; for 
it will frequently happen in the several employ- 
ments of capital^ that a price, which proves ina^ 
dequate to some capitalists, and occasions a dimi- 
nution of their supplies, may from greater skill or 
better management be profitable to others, and en- 
courage them to increase production. In the 
western counties of England bordering on the river 
Severn, the fabric of fine woollen cloths had long 
been carried on with success, until the manufac- 
turers in Yorkshire became competitors. The latter, 
vnth a smaller expenditure of the raw material 
than their rivals in Gloucestershire, can provide an 
equal quantity of fine cloth of similar texture and 
substance : the loss in material by the long esta- 
blished manufacturers is said to arise from a greater 
waste in giving what is technically called a face to 
the cloth. This is accomplished in Yorkshire by 
a new mode that occasions a far less waste than 
the former practice, and is stated to be equally 
effectual. 

T 
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The value of all capitals must necessarily depend 
\ipon the proportionate revenue to be derived from 
their employment. When one l^ind of capital 
yields a smaller proportionate revenue than another, 
whilst both are employed for the ^aneperiod^and 
at ^qnal risk ; the value of the former, if it cannot 
be remoyedi will be far less than that of the. last 
portion of capital. A 6xed <3ipital may indeed kae 
its value altogether. 

. A steam engine^ for example, may be provided 
at considerable expense for the purpose of increas- 
ing the quantity of finished work* Before mnch 
benefit has accrued to the owner, some new dis- 
covery or invention, may enable oih&t people to 
produce a far greater quantity of the same kind 
of finished work by means of a dififerently con-« 
stiructed engine of equal cost; or it may kapp^i 
that the new engine can he wrought by a, fourth 
part of the fuel required for the old one, and thero4 
fore occasion a great saving in the expense. In 
either event the oldest engine becomes of little tst 
no value, because the work it prodneesL will not'loiB 
sufficiently low in the cost price for to enter into 
competition with what is fabricated by the engine 
of new construction. 



.t - •. ♦. 



Under a system of restraint or monopoly; .eapitalg 
may be employed with advantage to the. owners, 
which under a free system would yield no revenue. 
In such case the revenue is not derived from the 
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tsdvantngeous einploytneiit of capital, but in con- 
sequence of the taxation of the community, who 
^Kre then compelled to pay a hi<>;her price than 
ressary for the produce lliey consume. Were 
be owners of steam engines of the old coustruc- 
ion before mentioned to persuade the legislature 
jthat their capitals would be lost, and that the nation 
nmust suflFer gi-eat detriment by permitting the use 
fi[ other engines with modern iinpi-ovements ; and 
chould the legislature interfere so injudiciously as 
4o prohibit the latter, then future inathinei-y of the 
'^me kind would be constructed more unskilfully 
rthan in other countries, and work performed by its 
means would prove more expensive than was ne- 
i^ssary. The consumers must pay a tax to obtain 
|Jte work so produced. Under the supposed mono- 
iwly or restraint, much capital and much labour 
,||EOuld be completely wasted, without any benefit 
suiting to the community. 



It may perhaps be imag'ined that this supposition 
is too improbable to merit notice, and that no such 
absurdity coidd take place under a government 
desirous of promoting the welfare of the people. 
But the corn laws of Great Britain are founded 
upon a similar principle. The capital laid out in 
cultivating land, not otherwise producing sufficient 
ralue to pay the expense than in consequence of 
iJgh prices caused by the com laws, is completely 
wasted. The revenue, resulting from capital so 
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employed, does not proceed from its advantageous 
employment, bnt from monopoly or restrictions; 
in other words, from the taxation of the consumers 
of corn. 

According" to the ability of the people to purchase 
the produce which capital assists in bringing into 
existence, and in preparing for use or consumption, 
or to purchase what is received in return when such 
produce is exchanged with other countries, the 
national capital is more or less valuable. Without 
a market either at home or abroad, the produce of 
capital would be without a value. But the market 
abroad must necessarily be more limited according 
to the restrictions upon receiving from other coun- 
tries an adequate value in that kind of produce 
which they can supply. It is evident that in pro- 
portion as the opportunities of employing capital 
advantageously become, from any circumstances, 
more limited, so does the capital itself become less 
valuable. To apply these remarks to the com laws: 
It may be affirmed, in regard to the home trade, 
that according to the excess of price of necessaries, 
so is the ability of the people to purchase conve- 
niences diminished. And the high price of c6m is 
undoubtedly caused by restraints upon importation. 
The ttiarket for conveniences is certainly more 
limited, than if the corn trade were otherwise re- 
gulated, and the capital, which would naturally be 
directed to the extension of manufactures, not being 
w anted for that purpose owing to the limited de 
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mand, is applied by the owners to other occupa- 
tions. The competition for employing capital with 
reasonable profit is thus increased in every branch 
of industry: the rate of profit is reduced, and 
capital must altogether prove less valuable. 

Money when productively employed must be re- 
garded as capital in the same way a»any other kind 
of machinery. If an unnecessary quantity of gold 
and silver be used in the circulation of commodities^ 
the excess, like that of other machinery, is a waste 
of capital. The greater abundance of these metals 
cannot add to the revenue of the society. Indeed 
it is diminished by a superabundance of gold and 
silver; for the commodities, given to other coun- 
tries in exchange for the precious metals, are either 
abstracted from the revenue, or from the capital of 
which the employment increased the revenue of the 
society. To facilitate exchanges of goods both at 
home and with other countries, and to remove every 
impediment to the fulfihnent of contracts made for a 
future period, it is highly desirable that there be 
no fluctuations in the value of the circulating 
medium, and that it remain on an equality with 
the value of bullion. These objects may, however, 
be accomplished without requiring such an amount 
of the precious metals for circulation as must prove 
of great cost, and consequently occasion- capital to 
be withdrawn from useful employment. The sub- 
stitution of paper currency for coin is the pincipal 
means of saving the expense and of diminishing the 
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capital required for the employment of a metallic 
currency alone. 

It is especially necessary to bear in mind that no 
addition actually made to the attiDuht of currency 
circulating in the world can of itself increase the 
stock of necessaries, or of the substantial conve- 
niences of life. Were some nations^ or some indi<^ 
viduals, to iacquire a gfreater quantity of the precious 
metals than before, whilst the quantity in other 
countries, or possessed by other persons, was not 
augmented in proporticm ; then the first would ob^ 
tain the command over a larger portion of the whole 
ifttDck of necessaries, convenieiices, ai^ luxuries, than 
they previously possessed. But an increased por- 
tion of the whole stock allotted to some must di- 
minish the quantity apportioned to others, whilst 
the trhole stock continues the same« Were the 
gold and silver of all augmented in the same pro- 
portion, then no one would be placed in a situation 
to comnfiand a greater quantity of the necessaries 
and conveniences of life. Neither capital, nor the 
sum of enjoyments, is augmented by an increase of 
gold and isilver, more than the acquisition of plate 
or ornament constitutes enjoyment : yet by a dif- 
ferent distribution of the precious metals, the pro^ 
portion of capital, as well as of necessaries and con^ 
veniences, is greatly changed. It would, however, 
be incorrect to infer from this reasoning, that th(d 
amount of capita], or of necessaries and conve- 
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niences, possessed by nations or by individuals, is 
regulated altogether according to the relative quan- 
tities of the precious metals which they acquire. 
During the last war Great Britain possessed but 
little gold and silver, yet its capital was large and 
increasing; there also prevailed a general abun- 
dance of necessaries^ conveniences, and luxuries. 
The acquisition of a new value, whether in the pre- 
cious metals, or in other vendible commodities, aug- 
ments the p#wer of purchasing, and consequently 
confers the tiieans of adding to dapital and to en- 
joyments. The inference meant to be signified is, 
that the national possession of an unusual quantity 
of the precious metals, is alone no sure indication 
of national wealth. 
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employed, does not proceed from its advantageous 
employment, bnt from monopoly or restrictions; 
in other words, from the taxation of the consumers 
of corn ^ 

According to the ability of the people to purchase 
the produce which capital assists in bringing" into 
existence, and in preparing for use or consumption, 
or to purchase what is received in return when such 
produce is exchanged with other countries, the 
national capital is more or less valuable. Without 
a market either at home or abroad, the produce of 
capital would be without a value. But the market 
abroad must necessarily be more limited according 
to the restrictions upon receiving from other coun- 
tries an adequate value in that kind of produce 
which they can supply. It is evident that in pro- 
portion as the opportunities of employing capital 
advantageously become, from any circumstances, 
more limited, so does the capital itself become less 
valuable. To apply these remarks to the com laws: 
It may be affirmed, in regard to the home trade, 
that according to the excess of price of necessaries, 
so is the ability of the people to purchase conve- 
niences diminished. And the high price of c6m is 
undoubtedly caused by restraints upon importation. 
The market for conveniences is certainly more 
limited, than if the corn trade were otherwise re- 
gulated, and the capital, which would naturally be 
directed to the extension of manufactures, not being 
w anted for that purpose owing to the limited de 
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mand, is applied by the owners to other occupa- 
tions. The competition for employing capital with 
reasonable profit is thus increased in every branch 
of industry: the rate of profit is reduced, and 
capital must altogether prove less valuable. 

Money when productively employed must be re- 
garded as capital in the same way a»any other kind 
of machinery. If an unnecessary quantity of gold 
and silver be used in the circulation of commodities^ 
the excess, like that of other machinery, is a waste 
of capital. The greater abundance of these metals 
cannot add to the revenue of the society. Indeed 
it is diminished by a superabundance of gold and 
silver; for the commodities, given to other coun- 
tries in exchange for the precious metals, are either, 
abstracted from the revenue, or from the capital of 
which the employment increased the revenue of the 
society. To facilitate exchanges of goods both at 
home and with other countries, and to remove every 
impediment to the fulfilment of contracts made for a 
future period, it is highly desirable that there be 
no fluctuations in the value of the circulating 
medium, and that it remain on an equality with 
the value of bullion. These objects may, however, 
be accomplished without requiring such an amount 
of the precious metals for circulation as must prove 
of great cost, and consequently occasion capital to 
be withdrawn from useful employment. The sub- 
stitution of paper currency for coin is the pincipal 
means of saving the expense and of diminishing the 
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emulation and of self-interest are then called into 
action. 

On the contrary where monopoly exists, the capi- 
talists^ who ^oy its benefit, feel assured of a profit. 
Before making any diligent exertions to increase 
the rate of profit, they will probably take time to 
consider in what way the object can be accom- 
plished with the gfreatest facility to themselves. 
Those persons who are already secure of good profits^ 
will for no small addition agree to sacrifice their 
own persMal eaise atid enjoyments Hence the 
desite • of all monopolists is to benefit themselves 
Hatther by increasing the price of their goods, than 
by endeavouring to diminish the cost of production; 
In almost all occupatioUii they^ \i ho have long been 
established, complain of new competitors for selU 
ing too cheap^ or for carrying on their business in 
return for too small a remuneration. At lower 
prices, however, the rate of profit may continue 
the same as before> if the goods can be provided at 
a dimiiii^ed cost. The youngest and most re- 
cently established in business are often the most 
active, but at the same time they are the most 
Wanting in experience. Their exertions are stimu- 
lated by knowing well, that they have little chance 
of competing successfully with others already in 
pdilsession of business, unless they exert more than 
common diligence. By extreme diligence and by 
gtx)d management, new establishments in trade 
will frequently succeed without other support of im- 
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portancc. From the desire of adding increased acti- 
vity to their own experience, old commercial houses 
often adopt younger partners. 

As in a numerous society the degrees of know- 
ledge, of skill, and of good management, are much 
diversified among the people, so are employments 
varied to the great convenience and general ad^ 
vantage of all. An agriculturist, accustomed to 
husbandry and skilful in its management, sees little 
risk, and perhaps the prospect of much advantage, 
from employing his capital in the cultivation of 
land; whilst another person practised in commerce, 
if about to commence farmer, would probably be 
apprehensive of the inconstancy and vicissitude of 
the seasons. Even were the seasons propitious, he 
might well be in doubt> whether any profit would 
result from the employment of his capital in an 
Undertaking, with the details of which he was 
almost unacquainted. A manufacturer, who per^ 
haps has actually wrought at the loom for informal- 
tion in the texture of various fabrics, and is in 
consequence perfectly conversant with his business, 
can proceed with far greater confidence, and pro^ 
bably with more advantage than another, who has 
yet to acquire an equal degree of knowledge. A 
manufacturer will possess another kind of supe- 
riority, when, from intimate acquaintance with the 
markets where in general his goods may be most 
advantageously sold, he can proceed on proper 
occasions with a confident assurance of success. 
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This is unknown to others who have, perhaps^ 
never understood fully how to meet the varying 
tastes of the consumers for whose use the goods are 
ultimately intended, and such manufacturers are in 
eonsequence placed under some disadvantage. 

*^ A capital may be employed in four different 
" ways : either first, in preparing the rude pro- 
" duce annually required for the use and consurop- 
<* tion of the society ; or secondly, in manufacturing 
<< and preparing that rude produce for immediate 
use and consumption ; or thirdly, in transport- 
ing either the rude or manufactured produce 
from the places where they abound to those 
where they are wanted," and in storing up such 
produce until required for use or consumption; 
" or lastly, in dividing particular portions of either 
^* into such smaller parcels as suit the occasional 
'^ demands of those who want them. In the first 
** way are employed the capitals of all those who 
*^ undertake the improvement or cultivation of lands^ 
"mines, or fisheries; in the second, those of all 
" master manufacturers; in the third, those of 
** all wholesale merchants" and dealers; " in the 
" fourth, those of all retailers. It is difficult to 
" conceive that a capital should be employed in 
'* any way which may not be classed under some 
" one or other of these four." The capital of a 
banker may be employed in giving more efficiency 
to the capitals which are directly engaged in any 
or in all of the employments before-mentioned. 
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The capital that is employed in making a road, or 
in building a bridge, may likewise aid in all the 
different employments above enumerated, yet it will 
most effectually assist the capitals engaged in the 
transport of commodities. 

" Each of these four methods of employing a 
" capital is essentially necessary either to the 
*^ existence or extension of the other three, or to 
" the general convenience of the society. 

" Unless a capital was employed in furnishing 
" rude produce to a certalin degree of abundance, 
" neither manufactures nor trade of any kind could 
" exist. 

** Unless a capital was employed in manufactur- 
" ing that part of the rude produce which requires 
a good deal of preparation before it can be fit for 
use or consumption, it either would never be 
produced, because there would be no demand 
for it; or if it was produced spontaneously, it 
*^ would be of no value in exchange, and could add 
" nothing to the wealth of the society. 






" Unless a capital was employed in transporting 
" the rude or manufactured produce from the 
" places where it abounds to those where it is 
*^ wanted/' and in retaining a stock of it on hand 
until required for use or consumption, no more of 
either would be produced than what could be 
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speedily disposed of, and that likewise for the use 
or consumption of the immediate neighbourhood. 
Were no stocks of rude or manufactured produce 
retained beyond the demands of present occasions, 
industry might be paralyzed, and the society be 
reduced to great distress, until new supplies could 
be provided. The capital of the merchant ex- 
changes the surplus produce of one place for that of 
another. A wholesale dealer employs his capital 
in exchanging the surplus produce of one period 
for that of a more remote time, and of a different 
kind. Thus is encouragement afforded to augment 
the produce of industry. By retaining on hand 
some stocks of commodities, a supply is ever ready 
to be furnished to other merchants, to other wholes 
sale dealers, and to retailers of goods in small quan- 
tities, according as their various wants may arise. 

^^ Unless a capital was employed in breaking 
^^ and dividing certain portions either of the rude 
^^ or of the manufactured produce, into such small 
^' parcels as suit the occasional demands of those 
** who want them, every man would be obliged 
" to buy" (for example) ^< a whole ox, or a whole 
" sheep at a time. This would be generally incon- 
^* venient to the rich, and much more so to the 
** poor. If a poor workman was obliged to purchase 
^' a month's or six months' provision at a time, 
<< a great part of his stock, which is employed as 
** a capital in the instruments of his trade, or in 
** the furniture of his shop, and which yields^ him 
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" a revenue, he would be forced to place in that 
**^ part of his stock which is reserved for immediate 
^^ consumption, and which yields him no revenue. 
" Nothing could be more convenient for such a 
person than to be able to purchase his subsistehfce 
from day to day^ or even from hour to hoi]i% 
*^ as he wants it. He is thereby enabled to employ 
** almost his whole stock as a capital. He is thus 
^* enabled to furnish work to a grater value^ and 
^' the profit which be makes by it in this way 
** much more than compensates the additional price 
'^ which the profit of the retailer impose$ upon 
" the goods.'' 

In the same chapter from which the foregoing 
extracts are taken, Dr. Smith states, that ^* of all 
the ways in which capital can be employed, 
agriculture is by far the most advantageous to 
" the society.*' He assigns as reascms for enter- 
taining this opinion, that '^ no equal capital puts in 
" motion a greater quantity of labour than that of 
** the farmer;" abK>; that ^' in agriculture nature 
^^ labours along with man^ and although her labour 
^< costs no expense, its produce has its value as 
** well as that of the most expensive workmen." 
The opinion stated of the superior value of agricul- 
ture to other branches of industry is quite erroneous. 
The value of all produce depends upon its being 
suitable in kind and in proper proportions to the 
efiectual demand, or to the wants of those who are 
able and willing to pay' a price adequate to remu- 
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Derate the labourers and capitalists engaged in pro- 
duction. A superabundance of the productions of 
agriculture, like the excess of produce of other 
kinds of industry, will necessarily bring about the 
effect stated in the introduction to this work ; 
namely, if beyond the wants of the consumers at 
home who would be able and willing to purchase 
at an adequate price, and if no market be found in 
other countries where the excess can be sold at an 
adequate price, then not only the excess, but the 
whole quantity on hand, will be sold at an inade- 
quate price, in order to encourage an increased con- 
sumption by the former, and to invite the consump- 
tion of new purchasers. 

Further, although there were no superabundance 
of agricultural productions, yet it is certain that 
one branch of national industry can receive no 
especial encouragement in any other way than at 
the expense of other branches. By prohibitory 
laws offering the inducement of higher profits from 
one particular pursuit, and encouraging the owners 
of capital to prefer one mode of employment to all 
others, it is clear that the best use is not made of 
the national capital and labour, which the circum- 
stances permit. As the national labour is more or 
less productive, and as its produce is more or less 
suitable in kind and in proper proportions to supply, 
or to purchase what will supply the wants of those 
for whose use and benefit it is intended, so will the 
greater or smaller means of enjoyment be provided 
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for the community. But these means of enjoyment 
will certainly he diminished, when an artificial 
direction is given to the employment of capital and 
labour. Every hodyis naturally desirous to g;et the 
best return he can from the employment of both, 
and it will only be from some undue encouragfe- 
ment to do otherwise at the expense of the public, 
or of some part of it, that capital and labour are 
not directed, in proper proportions, to such different 
employments as are at once the most suitable to 
provide for the general wants, and also the most ad- 
vantageous to the community. 

The reasoning which Dr. Smith assigns for the 
superior advantages supposed to proceed from the 
employment of capital in agriculture, seems to be 
wholly inconclusive. It is obvious, that great advan- 
tage results to the state from full employment being 
afibrded to the labourers actually existing. There 
does not however appear to arise any particular benefit 
from those occupations which require the greatest 
number of labourers to be called (if the expression 
may be used) into existence. On the contrary, it 
is desirable that the number should be no greater 
than is proportioned to the supplies of necessaries 
and conveniences which can be provided for them, 
so that a comfortable provision may be afforded to 
all. Such provision is not made in Poland, nor in 
many parts of Germany where agriculture consti- 
tutes the predominant pursuit ; nor does it prevail 
in Great Britain, since the corn laws prohibit im- 
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portation, unless at prices wliich are beyond the 
ability of many of the labouring- class to pay. A 
large populaiion, when exceeding" the means of pro- 
viding for it a suitable portion of necessaries and 
conveniences, becomes a national misfortune. In- 
deed Dr. Smith himself states in the Introduction 
to the Wealth of Nations, that " according as the 
" national produce, or what is purchased with it, 
" bears a greater or smaller proportion to the nura- 
" hers of those who consume it, the nation will be 
" better or worse supplied with all the necessaries 
" or conveniences for which it has occasion." The 
inference from this can scarcely be mistaken. That 
employment of capital and of labour is the most 
beneficial, which provides, to the greatest extent, 
all the necessaries and convenieoces of life that are 
desired. 



Another cause assigned for the superiority of 
agriculture, namely, that of nature labouring along 
with man, and adding a value to agricultural, be- 
yond that of other productions, rests upon no good 
foundation. Nature labours also along with man 
in manufactures, and commerce, as well as in 
agriculture. The common atmospheric air assists 
in what is called the grass bleaching of linen cloth. 
The wind promotes the progress of vessels at sea. 
These particular branches of industry are not, on 
account of nature's aid, more advantageous to the 
community than any others in which capita] can be 
employed. 
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Of the different modes of employing capital, it 
may safely be affirmed that, wherever industry is 
free and where no branch of it is either restrained 
or over-encouraged, the particular employment, 
which every individual finds respectively to be the 
most for his own profit, is likewise the most advan- 
tageous to the state. In the cotnmencement of thi^ 
work it is affirmed, that national wealth must al- 
ways depend upon the fitness and due proportion of 
the rei^pective necessaries, conveniences, and luxu- 
ries, to the demand of those for whom they are pro^ 
vided. It seems superfluous to use any further 
argument in order to prove, that every capitalist 
will find it to be the most for his own advantage to 
employ his means in providing commodities both of 
the kind, and in the degree, which are most suit- 
able to the wantsi [ of the consumers, and to theiif 
ability of purcha^ng. By directing the employ- 
ment of capital to supply what is best suited to 
the effectus^l demand, the owner will' derive th^ 
greatest revenue. A demand which is effectual 
will afford the price sufficient to encourage future 
production* This ought to be connected with what 
is shewn in the former part of this chapter ; viz. 
that those employments are usually the most pro- 
fitable to the parties which they best understand. 
And then the inference appears irresistible; that 
by allowing the utmpst degree of freedom, and giv- 
ing no especial encouragement, nor opposing any 
restrictions, capitalists will, for their own benefit, 
employ their property in the best manner, and bring 
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their whole stock of knowledge and information 
into the service of the society. 

Nor is it only by means of production and of in- 
terchange of commodities as they are wanted for 
Use or consumption, that the employment of capital 
IS advantageous. When judiciously employed in 
speculation, the results are of greot national impor- 
tance. In unpropitious seasons there will occasion- 
ally be a deficiency in the produce of agriculture. 
The capitalist foresees early the probability of a 
scarcity of corn, and speedily commences his pur- 
chases, by which the price is in good time ad- 
Tanced, so as to superinduce an unusual frug^ity in 
consumption. Were the produce of one year to 
prove equal to supply the ordinary wants of the people 
for eight or nine months only, and had no advance in 
price ensued, the consumers might unwarily continue 
to use the same quantity of grain as if the supply 
were su^ciently abundant for the whole year j con- 
sequently, for three or four months before the pro- 
duce of another harvest was available^ the people 
would perhaps be exposed to all the horrors of a fa- 
mine. The capitalist, who purchases com on spe- 
culation when the price is low, to be sold after- 
wards with a profit, will often incur the opprobrium 
of the ignorant; but be the motives of his conduct 
what they may, the result is the same to the public, 
ais if he had been a national benefactor. 

r ' * . . • 

* In other years, thie bounty of Providence or the 
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miscalculations of individuals will occasion an in- 
crease of particular kinds of produce far beyond the 
wants of purchasers both at home and abroad. If 
such superabundance were sold for immediate con- 
sumption, the price might not only be inadequate 
to remunerate the cost, but so far below an ade- 
quate remuneration as in a great degree to discou- 
rage future supplies of the same commodities. The 
plenty of one season would in this way tend to oc- 
casion a scarcity in the next. Capitalists are gene- 
rally ready to employ their means in the purchase 
of a larger stock than usual of those commodities, 
which are at once of general consumption and at a 
low price. Two benefits are in consequence con- 
ferred : the one on the owners of the goods, by 
capitalists interfering to purchase, before the price 
is so far depressed as it must otherwise be, were 
there no other purchasers than the retailers and im- 
mediate consumers : the other benefit is conferred 
upon the community, by capitalists providing and 
storing up in times of abundance some supplies 
against tbe chance of a scarcity; and more particu- 
larly on an occasion when the low price must ope- 
rate in lessening future production. 

The speculator has probably no other view than 
his own immediate advantage, yet his operations 
are not the less beneficial to the public. Prices, 
notwithstanding the vicissitudes of the seasons, are 
greatly equalized. From the activity of self-inte- 
rest in ascertaining the actual and contingent sup- 
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plies, the relation which they will probably bear to 
the expected dematnl is more generally known, and 
all manufacturei-s, merchants, and dealers are ena- 
bled to plan their measures with an increased pros- 
pect of success. The community in consequence 
will never be exposed to an actual want of those 
enjoyments, which can readily be provided at the 
price they are reasonably expected to sell for. When 
actual deficiency is once ascertained or experienced, 
an increased price makes frugality prevalent. Much 
is saved, which, while it inflicts little or no suffer- 
ing at the moment, lessens that suffering which 
might afterwards become intense. Such operations 
tend to spread the eftect of scanty harvests over a 
longer space of time. They act, as the prudent 
commander of a ship does, who puts his crew early 
on a shortened allowance, to prevent absolute star- 
vation, when he fears his whole stock may be con- 
sumed in a protracted voyage. If abundance is 
well known to exist, prices are low and consumi 
tion is extended. 



When abundance proceeds from an increase in 
productive powers of labour, or from the extension 
of machinery ; then the price of the produce, al- 
though far lower than before, may not he inade- 
quate to the cost: the interference of capitalists 
would consequently be neither necessary nor ad- 
vantageous. Augmented produce, proceeding from 
the last-mentioned causes, can be sold with profit at 
lower prices than before these improvements were 
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effected. A reduced price encourages the consump- 
tion of former, and invites that of new purchasers. 
In this way it is, by offering all commodities cheaper 
when they can be afforded with moderate profit, 
that the community is benefitted by their general 
abundance. To this general abundance nothing 
contributes so effectually as the unrestrained em- 
ployment of extensive capital. 
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ESSAY XI. 



ON THE EMPLOYMENT OP CAPITAL IN AGRICUL- 
TURE, MINES, AND FISHERIES. 



The produce of the soil, of mines, and of fish- 
eries may be divided into two kinds: the one 
affording necessaries of life; the other supplying 
materials of manufacture. To the production or 
attainment of the first, as far as is required for the 
support of the individual and his family, every body 
is impelled by the wants and feelings of our com- 
mon nature. No one however would use any effort 
to provide either the means of subsistence, or the 
materials of manufacture, beyond what were re- 
quired for his own use or consumption ; unless other 
people were both willing and able to give, in ex- 
change for the superabundance, something desira* 
ble to be obtained. 

In that early state of society when the manufac- 
tures, which existed, were only of the coarsest, and 
for the most part prepared by some members 
of the household for whose use these fabrics were 
intended ; there could be little inducement offered 
to provide rude produce for sale. No one possessed 
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ii sufficient value to give in exchangu for any great 
quantity. Nor was there wanting alone the ability 
to purchase such produce : the desire to do so mast 
also have been exceedingly limited, for, without 
manufactures of moderate extent, no country can be 
very populous, and rude produce of every kind can 
be only in limited demand. 

After manufacturers had, in the progress of 
events, discovered new and improved methods of 
applying their skill and industry to prepare for use 
such materials as were provided, the cultivators of 
the soil would find an additional stimulus, proceed- 
ing from the more desirable goods which could be 
obtained in exchange for agricultural produce, to 
supply it in greater abundance. The inducement 
for supplying agricultural produce more abundantly 
might consist, not perhaps in any greater quantity 
of the precious metals which could be obtained as 
its price, but possibly in a diminished value of ma- 
nufactures. An increased supply of agricultural 
produce might also pi-oceed from improved methods 
of cultivation, by which a larger quantity could be 
furnished without additional labour or capital. 
More of the former coarse manufactures would 
then be obtainable for the produce of the same quan- 
tities of labour and capital employed in agriculture, 
or perhaps finer manufactures might be provided 
and given in exchange. By either of these altera- 
tions, there arises a greater stimulus both to the 
cultivators of the soil, and to manufacturers, for 
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augmenting tlie quantity of their respectiTe pro- 
ductions. 



It appears altogether erroneous to sappose that 
there is some fixed price in currency, below which 
either agricultural or manufiictured commodities 
cannot in a few years beaftbrded: all attempts to 
establish permanent regulations upon the principle 
of there being such a fixed price, will assuredly 
prove abortive. The prices of all goods are con- 
tinually changing, and, as has already been shewn, 
the currency itself is liable to many and extensive 
fluctuations in value. From variations in the price 
of some goods, the cost in currency of others, be- 
comes difiPerent ; audit is important to notice, that 
from a fall in the price of one kind of productions, 
there arises an additional encouragement to supf^y 
other kinds. Where no monopolies exist, and 
every man is in consequence compelled to exert all 
his talent, if he wishes to maintain his rank in 
society, new modes of applying capital and labour 
with increased advantages appear to be in constant 
progress: the exertions of all capitalists are actively 
engaged in finding out new methods of supplying 
goods at less expense. 



., /- In adducing an example illustrative at once of 
the increased value of the precious metals, and of 
the tendency of prices to fall, from improved cul- 
tivation, let us estimate the present value of the 
British currency to be twice as much as in 1817; 
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present prices should, upon this estimation, rule at 
one half below those of that period. Placing alto- 
gether out of view the fluctuations in the prices of 
cotton wool which immediately preceded, and after- 
wards resulted from the great speculations of 1825, 
and looking back for some years previously, it ap- 
pears that the ordinary price paid in livelrpool for 
the short staple cotton of North America, known by 
the name of Bowed Georgia*, was ubout twelve 
years s^o fully three times the price which has of 
late been obtained. This quality of cotton wool is 
of more extensive consumption in Great Britain 
than any other; and so far from the low prices 
having caused any diminution in the supplies/ these 
are augmenting greatly. Nor are the supplies fur- 
nished chiefly from the territories which have re- 
cently been brought into a state of cultivation, aad 
admitted into the federal union of the States of 
North America. A very considerable part of the 
increasing supplies are from the old states of the 

* Prices of Bowed Georgia cotton at Liverpool^ import duty 
deducted : 

1817, January Ist^ from I6^d. to 20d. per lb. 
1»18 I7d. .. 20ld. .. 

1819 .. .. .. 16 Jd. .. I9id. .. 

1820 .. .. .. lid. .. 13d: 

1821 .. .. .. 7id,..l0id. .. 

1822 Sd. .. lid. 

1823 .. ^ .. .. 6i(f. .. Sid. .. 

The present medium price, duty deducted^ is about five pence 
halfpenny per pound. 
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Carolinas and Georgia, and even from Virginiay the 
oldest of all the English settlements. 

For some years prior to the French revolution 
the agriculture of Brazil remained in a languishing' 
state ; and if the country was not altogether station- 
ary, its slowly advancing progress could scarcely be 
perceived. One of the results of the French revo- 
lution was the war with the slaves, and consequent 
destruction of many of the sugar plantations in the 
island of Saint Domingo. The price of sugar in 
Europe advanced in consequence, and continued 
long at a high rate, until adequate supplies were 
furnished from other quarters. An extraordinary 
impulse was thus given to the industry of Brazil, 
and all classes there experienced much benefit. 
The planters extended their cultivation ; the mer- 
chants and ship-owners found their business more 
profitable : all desired eagerly to avail themi^elves 
of the favorable opportunity for adding to their 
wealth. Soon afterwards cotton manufactures 
were greatly extended in Europe, and this new pro- 
duction also proved advantageous to the Brazilian 
planters. Previous to the last gjeat improvements 
in the spinning of cotton, that of Brazil was re- 
quired to be mixed with the other kinds of shorter 
staple, but is now no longer so indispensible. 
Whilst the Portuguese government was enabled to 
remain neutral among the belligerents, considerable 
advantages resulted to the agriculture of Brazil, firom 
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tiie comparative cheapness of the conveyance and 
insurance of its produce to Europe, and from the 
facilities of introducing it to the best markets on the 
continent. The neutrality of Portugal was re- 
spected for many years, during which the prosperity 
of the Brazilian planters continued to increase, and 
agricultural improvements in Brazil were established 
on a more assured foundation. 



But upon the emigration of the court of Portu- 
gal in 1807, and cessation of its neutrality, the agri- 
culture of Brazil received a check, for a short period, 
from the price of its produce having fallen with an 
extraordinary degree. Some of those people with 
contracted views, who are to be found in all coun- 
tries, attributed the unprosperous state of Brazilian 
Industry to the free trade which was opened to all 
friendly nations. Happily towards the end of the 
year in which the Portuguese court arrived, several 
events combined to raise the drooping prosperity of 
agriculture. The expulsion of the French array 
from Portugal, for a season, re-opened the market 
of that country ; the disputes between Great 
Britain and the United States of America in- 
dicated interruption to their commercial inter- 
course, and caused a great aflvance in the prices of 
cotton and tobacco : the revolutionary movements 
in Spain offered great profits to the exporters of the 
last-named production to Gibraltar; and finally, 
the maintenance of an army of Portuguese, to act 
in conjunction with a British force, opened a new 
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market, and gave an augmented value to the rice, 
the rum, and to some other articles of minor im- 
portance, the produce of Brazil. 

It is, however, indisputable that before tibe open* 
ing of the ports of Brazil to free trade, a greater 
quantity of the precious metals was commcNaly paid 
in that country for a given portion of its produce 
than, in ordinary times, the planters have since 
been able to obtain. The increased expense of 
conveying to Europe the produce of the colonies of 
the belligerent powers, and the restraints upon the 
admission of that produce to the markets on the 
continent operated, for many years, as a bounty in 
favor of Brazilian agriculture, by augmenting th€^ 
value of its productions. From the French inva- 
sion of Portugal and consequent ending of its neu- 
trality, that bounty existed no longer. Notwith- 
standing the diminished quantity of the precious 
metals which ds now given for the produce of Bra- 
zil in that empire, there can be no doubt that the 
price, estimated in gold or silver, must haye ex* 
perienced a far greater diminution^ had the colonial 
restrictions yet continued; and that too after 
making full allowance for the more limited culti- 
vation, which would have impeded the increase of 
produce, and contributed somewhat towards sup- 
porting its price. 

But although a much lower price, as estimated in 
gold and silver, be now paid in Brazil for the pro- 
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duce of the country than formerly ; yet under the 
circumstance of diminished prices, the quautity of 
produce is augmented in an extraordinary degree. 
The increase of coffee is six or sevenfold. Sugar 
and cotton wool are more than doubled in quantity. 
These are the principal productions : the supplies 
of cocoa and other articles of minor importance 
have likewise become more extensive. Very great 
encouragement is afforded, by the freedom of trade, 
to the Brazilian planters for extending their culti- 
vation, because they can now obtain in exchange 
for its produce, a greatly increased supply of the 
necessary implements and stores, as well as of the 
enjoyments of life. Whilst the price of Brazilian 
produce, when estimated in the precious metals, is 
reduced perhaps a fifth, or even a fourth paitj the 
price of the produce and manufactures of other 
countries, estimated by the same standard, has, with 
few exceptions, been diminished more than a half in 
the Brazilian markets. Viewing gold and silver 
as a medium of exchange, and not as objects of en- 
joyment in themselves, the Brazilian planters have 
gained much by the freedom of trade, notwith- 
standing the nominal value of their produce in a 
metallic currency be reduced. 

Improvements in agriculture increase the supply 
of rude produce, and consequently encourage ma- 
nufacturers : improvements in manufactures, by 
providing them at a lower price, operate as an 
encouragement to tlie cultivatoi-s of the soil. The 
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extent or degree of encouragement does not neces^ 
sarily depend upon an increased price being paid 
in circulating medium for the produce of these 
respective branches of industry ; but upon the 
greater portion of necessaries, conveniences, and 
luxuries, which capitalists and labourers can acquire 
in the process of exchange. 

This is particularly the case with capitalists who 
cultivate their own land. But when they are 
farmers; and have engaged to pay a fixed sum in 
currency as rent to the proprietor of the soil } it 
follows that, during the lease, the price of the pro- 
duce in currency is necessarily kept in view as yield- 
ing the means of discharging l;he rent, and the sur- 
plus alone is applicable to profit and wages. In 
this country the greatest part of the land is culti- 
vated by farmers. So long as the value of-llie 
currency continued to decline, their condition was 
uncommonly prosperous: the rents were acquitted 
by means of a snialler portion of the produce of 
the land, than farmers could well have conteni- 
plated. But when the value of the currency began 
to increase, and more especially after it vms greatly 
enhanced, rents were no longer paid with regu- 
larity. When farmers engage to pay fixed sums in 
currency as rent, and so to continue for a consider- 
able number of years ; the increasing or diminish- 
ing value of the circulating medium, in which these 
rents are annually payable, will generally defermine 
the condition of the parties contracting the engage- 
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ments. A diminished value of the currency may 
add greatly to the property of the farmers, whilst, 
on the contrary, an augmented value may prove 
their ruin. 

There are other circumstances in this country 
which greatly impede the employment of capital 
in agricultural pursuits, and these deserve to be 
investigated. 

The primary object, which capitalists naturally 
look to, is the security of their property; that it be 
as little exposed to risk as possible, consistent with 
the acquisition of moderate or reasonable profit. It 
is, therefore, highly important to the interests of 
farmers, that the value of the currency should not 
be exposed to great fluctuation. Another risk, to 
which the capitals of farmers are exposed, arises 
from the corn laws. By those of Great Britain the 
price of grain is propped up, in most years, at a 
higher rate than would otherwise prevail, and at 
which rate prices can alone be maintained by the 
annual produce continuing less than the annual 
consumption would amount to, were no com laws 
in existence. 

Should a few years of abundant harvests follow 
in immediate succession, and more particularly, 
should these occur at an epoch when other circum- 
stances occasioned distress among manufacturers, 

X 
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and lessened their consumption ; the produce of the 
soil might then prove too great for the wants of the 
people and their ability of purchasing. The price 
must consequently be diminished in an extreme 
degpree, because in no other country are nearly so 
high prices found , and accordingly, the excess of 
produce over and above consumption would be 
forced upon the market at home. Not only the 
price of the excess, but of the whole produce, would 
continually decline, until either the home consump- 
tion had increased sufficiently to take off the excess, 
or the prices became so low as to render exportatum 
advantageous. In these circumstances, many far« 
mers who had engaged to pay rents in a fixed 
amount of currency must lose their whole capitaL 

On the other hand, were one season of excessive 
scarcity to be followed by some others of great 
abundance, the present system of the corn laws 
might ruin many of the farmers. In the year of 
excessive scarcity, all the stocks of foreign com, 
accumulated perhaps for many years, would be im- 
ported into this country, and very large supplies 
might be stored up, after being entered at a low 
duty for home use. This event would no doubt 
depend much upon the scarcity being foreseen be- 
fore harvest, so that the winter season did not pre- 
vent, or limit importation from the Baltic ports. 
After large supplies had been stored up, were some 
seasons of abundance to follow, the prices would 
not enable farmers to pay high rents. 
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The eftect of the corn laws is therefore highly 
discouraging to the employment of capital in agri- 
culture. However remote may be any just appre- 
hension of losing their property, it will always 
operate ta> deter extensive capitalists from newly 
engaging in agricultural pursuits. Under the pre* 
sent corn laws it is not probable that agriculture 
will ever be desired as a profitable employment for 
capital, and more especially among those persons 
who are careful in avoiding much risk. It may 
indeed happen that individuals, who have already 
acquired property by farming, will continue* to em- 
ploy their capital in the same way, as well from 
being perhaps unacquainted with other business, as 
that previous good fortune lessens their apprehen-^ 
sions. Such conduct, proceeding from individual 
motives^ does not impugn the justice of the infer- 
ence that the com laws are calculated to deter 
extensive capitalists from engaging in agriculture. 
Were there no corn laws, capitals might with equal 
safety be employed in agriculture, as in any other 
bjranch of industry. The consequences would like^ 
wise be similar ; namely^ that improvements were 
continued^ and the augmented quantity of produce 
could be afforded at a lower price, whilst increased 
benefit resulted as well to the landlord, as to the 
farmer and consumer. 

Another impediment to the employment of capital 
in improving land in England is well deserving of 
notice. >fony land*owners desire to preserve politic 
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cal influence^ and to retain at their command the 
votes of thdr tenants, who in general possess small 
freeholds of value sufficient to enable them to poll 
at elections for members of parliament. There are 
two modes by which this object of preserving in- 
fluence may be accomplished^ and the votes of the 
tenants, together with those of their relatives, are 
effectually secured for the disposal of landlords. 

By letting farms at high rents, and by making 
subsequent abatements at stated periods, according 
to the supposed prosperity of the tenants, not only 
are they retained in political subservience to their 
landlord, but his personal vanity is gratified. To 
indulge the vanity of the landlord by publishing 
his generosity in the neighbourhood^ and occasion- 
ally in the newspapers, the steward of the estate 
must find tenants who are willing to depend upon 
the bounty of his employer. The capitals, vi^hich 
they are expected to invest in improving the land, 
will then be but little regarded. Few indeed^ who 
are possessed of moderate capital and common un- 
derstanding, would enter into agreements with a 
landlord who is a stranger, by which they engage 
to pay a rent that must place their property at his 
caprice. Such agreements are suitable for those 
persons only who have little or no capital to lose. 
But when property has been acquired from farming 
under a landlord known to be generous, and whose 
generosity is almost hereditary, the obstacles may 
perhaps be removed which would otherwise prove 
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insurmountable. Were there no claim of gratitude 
for the past, no person of manly spirit, or impressed 
with a proper sense of what was due to his family, 
would enter into a state of dependance upon a land- 
lord, so long as other means could be found of em- 
ploying capital with any tolerable advantage. 

A different mode of preserving political influence 
is, by letting farmit at rents below the real annual 
value of the land. In this case the tenants are at 
will. Were leases to be granted by the landlords 
for a number of years, tenants would become too 
independent. For the freeholds they possess/ their 
votes at elections might in that event be opposed to 
the wishes of their landlords. The consequence of 
tenancy at will is, that no farmer can prudently lay 
out a considerable capital in the improvement of 
land. It is to no purpose to say, that tenants are 
allowed to continue in the occupation of farms from 
father to son for many generations. This rather 
adds to the evil under discussion, because a farmer 
in such circumstances accumulates no capital. 
Having npon sufferance been allowed to occupy a 
cheap farm, the tenant looks for a continuance of 
his revenue not from his own exertions, but from 
the benevolence of his landlord ; or it may be, from 
the fiivorable report of his landlord's deputy. In 
such cases indolence becomes the farmer's inherit- 
ance, and improvements are regarded with an* 
tipathy. 
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In some districts the farms are let for a few 
years, or even for a period as long as twenty -one 
years^ but the last-mentioned leases are generally 
made determinable at the option of the landlord on 
the expiration of the first seven, as well as of four- 
teen years. These modes of letting land for a few 
years, or by leases determinable on the expiry of 
every seven years at the option of the landlord, do 
not differ in effect from tenancy at will ; and capi- 
talists can have no inclination to expend their pro- 
perty in the improvement of land when they are 
not assured of the possession quite long enough for 
their full reimbursement. 

During the last war the very high pn^ts on 
capital employed in agriculture, under leases of 
moderate length, were sufficient to overcome many 
impediments. But in ordinary times no capitalists 
of consideration will ever commence the business of 
farming upon the condition of expected abatements 
in rent, or expected permission to continue on the 
£arm. To be placed in a state of dependance ; to 
subject their capitals, when laid out in improve- 
ments, to the caprice of a landlord ; are terms to 
which no affluent capitalists will ever voluntarily 
submit. This indisposition to lay out capital in 
improvements is not the whole of the evil conse- 
quent upon these modes of letting farms. Farmers 
with small capitals are encouraged to conduct their 
business in the worst manner. In order to obtmin 
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the full abatement from rents that are high, or to 
prevent an advance on those which are low, the 
tenant pleads poverty, and to make his pleading 
more effectual, the land is kept in bad condition. 
Further, the tenant abstains from attempting im- 
provements : were he unsuccessftil in an endeavour 
to conduct his business better than his neighbours, 
then they would find an opportunity for deriding or 
decrying his ambition, or his folly. His chances 
for obtaining an abatement of rent would not be 
increased, and the probability of being allowed to 
continue in his farm might be diminished. Were 
a tenant, on the contrary, to succeed in getting 
better crops by an improved system of husbandry, 
he might find that they proved to his detriment, for 
no abatements in rent are made to the tenants who 
appear to be prosperous; and to a tenant at will, 
who ac*quired wealth with more than ordinary ex- 
pedition, the rent would probably be enhanced. 
At all events, the apprehension of these contingen- 
cies prevents improvements from being undertaken. 

The tenants who are at will, or who expect 
abatements, however indolent they may be in other 
respects, must at all events exert themselves to 
gratify the vanity of the landlord, and they must 
also flatter the steward or bailiff of the land. 
Upon the representation of the latter it is, that 
tenancy is allowed to continue and that abatements 
are conceded. He must, by all means, be conci- 
liated. Rash and inconsiderate would that tenant ^ 
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be, who should attempt any improvement that was 
contrary to the wishes of his landlord j and still 
more imprudent and foolish must be the tenant, 
who, from extreme diligence and excellent manage- 
ment, should prove a contrast to the indolence or to 
the neglect of his landlord's deputy. Far be it 
from the writer to deny that there are many indi- 
viduals of great worth employed as land stewards^ 
and whose conduct is every way exemplary in their 
station. But the propriety of individual conduct 
does not excuse the errors of a system, by which 
the tenants are made too subservient. 

It will frequently happen that the most indus- 
trious farmer is the one who profits the least from 
the generosity of his landlord, when abatements in 
rent are conceded. The slothful and indolent are 
usually the most favored on these occasions. In 
a time of good humour, upon a birth, a marriage, 
or the heir apparent to the estate attaining his ma- 
jority; the owner of extensive landed property 
sometimes desires to make others as happy as him- 
self, and with this generous design he foregoes the 
arrears of his rent roll. All the farmers who paid 
their rents with regularity receive no favor. Others, 
who delayed fulfilling their engagements, get a 
premium for their remissness. By all, the bounty 
of the landlord is extolled ; the industrious see the 
possibility of discharging future rents with more 
facility than they had before contemplated ; the in- 
dolence of others is fully confirmed. 
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Whilst it is fully admitted, that abatements from 
rent may sometimes be highly commendable ; and 
that they are required by the principles of equity 
and justice when the value of the currency is 
forcibly enhanced ; yet were such benevolences pe- 
riodically to occur, sloth, at all times too prevalent, 
would soon become habitual; and the disposition 
to diligence and to energy might be almost put to 
shame. 

In the lowlands of Scotland, it was usual with the 
landlords to grant leases for a considerable number 
of years, and abatements from rent are neither ex- 
pected nor allowed. The tenants could with con- 
fidence employ capital in the improvement of land, 
because all the benefits resulting from that employ- 
ment were for their advantage. By the assurance 
of possession for a term sufficiently long to afford a 
reasonable prospect of adequate remuneration for 
the capital laid out, tenants are encouraged to im- 
prove land, and to use every possible diligence and 
exertion to augment its produce. 

The consequences of this system may be given in 
the words of Mr. Malthus* : " To the honor of 
** Scotch cultivators it should be observed, that they 
^^have applied their capitals so very skilfully and 
** economically, that at the same time that they have 
" prodigiously increased the produce, they have in- 

* Principles of Political Economy, edit 1820> note at p. 176. 
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** creased the landlord's proportion of it. The 

'< difference between the landlord's share of the 
produce in Scotland and in England is quite ex- 
traordinary, — much greater than can be accounted 

** for, either by the natural soil^ or the absence of 

" tithes and poor's rates." 

Were the corn laws repealed, the English land- 
lords, in order to secure their rentals from great 
diminution, would probably resolve to grant leases 
for a long term of years, and would look out for 
tenants with adequate capitals. Tenants would 
find in long leases far greater encouragement to 
invest property of some extent in the improvement 
of land than at present exists, and the produce of 
the national agriculture would be augmented. A 
certain consequence of this augmentation must be 
an improvement in the condition of all classes in 
the society. 

In some places the cupidity of landlords has 
induced them to prefer tenants who engage for 
the ps^rment of high rents, to others who might be 
willing to agree for the fair medium rate at mhich 
lands of equal fertility and improvement were let 
on lease in the neighbourhood; although the first 
did not possess capitals adequate to carry on the 
cultivation in the most efficient manner. Prejq- 
dicial as such preferences must be to the general 
interest of the community, yet it does not seem ex- 
p^ent to ^lact any law to prevent them ; beemise 
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it is always good policy to allow every one to 
manage his properly in bis own way without undue 
encouragements or unnecessary restrictions. The 
undue preference given by the legislature to the 
landlords, in enacting the corn laws, has occasioned 
much of the erroneous policy before pointed out. 
Were leases of long duration more common^ land- 
lords would see clearly how injurious it was to their 
real interests to agree with tenants of insufficient 
capital. 

Some of the foregoing observations upon the 
employment of capital in agriculture may perhaps 
be applicable not to all, but only to particular dis- 
tricts in England. Certain it is, however, that 
there does not exist in this country that zeal for 
improvement among agriculturists, which ani-* 
mates manufacturers. Competition is not carried 
to the same extent. The farmers are retained in 
a state of far greater dependance upon their land- 
lords than manufacturers upon any class whatso^ 
ever : and when men depend upon superiors in 
station, they never exert fully their own talents. 
Of late years agriculturists have claimed an un- 
usual share of public attention by cattle shows^ 
exhibitions of instruments of tillage and of ma- 
chines for facilitating the practice of rural economy. 
All these have probably been productive of bene- 
ficial emulation ; yet the advantages resulting to 
manufacturers from every important improtement 
in thek department of industry, are far more 
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powerful in calling into activity all the exertions of 
mind and energy of character. 

' In England cultivation is also discouraged by the 
effect of the tithe and of the poor's rate, although 
the ultimate burden of these may not fall upon the 
farmer, but npon the consumer of the produce of 
the land. No judicious farmer agrees to pay rent, 
without estimating the produce likely to be obtained 
from the soil; and deducting, from its value in 
gross^ the charges necessary to be allowed or de- 
frayed before he can calculate the net revenue. 
A farmer, who employs his capital in the improve- 
ment of land, should gain the ordinary rate of 
profit, and as much more as will, at the end of his 
lease, replace the capital itself which he expends 
in improvement. No sooner, however, has he im- 
proved the land and rendered it more productive, 
than he is compelled annually to pay a tenth part 
of the whole produce. This is a tax not only on 
the value of the produce before improvement^ but 
also on the . increased produce in the gross fr6m 
which the farmer is to look for the profit on the 
capital laid out^ and for the accumulative fund to 
replace that capital at the end of his lease. 

There are waste lands in England that might, 
in a state of cultivation, afford at first the wages of 
labour, and the ordinary rate of profit on the 
capital which, were there no tithe, would doubtless 
be laid out in their improvement: these lands 
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cannot perhaps be so much improved as to afford' 
the common rates of wages and profit, and the tithe 
also, out of. the increased produce. Here the rent 
is not adverted to, upon a supposition that it would, 
at least, be the same when the land was cultivated 
as in its former state : were it not so, the owner 
would not consent to the change. Lands in nearly- 
a waste state remain therefore unimproved because 
of the tithe. Any mode of levying the tithe, wbi<di 
prevents land from being brought into the most 
productive state, is evidently contrary to good policy, 
and no further argument can be necessary to prove 
the expediency of some alteration. Were tenants, 
allowed to hold lands for a long term of years, mora 
attention would be given as well to the modifU 
cation of the tithe as to the reduction of other 
burdens upon land: arrangements might in that 
event be made which would be advantageous to the 
parties immediately interested, and to the com- 
munity in general. 

Of the justice of levying a tax for the supp<»t 
of a national clergy, there is here no question. It 
is quite a di£ferent matter whether the tax be 
levied in the mode that is most consistent with good 
policy in the state; and whether another mode, 
equally well or perhaps better calculated to secure 
a proper support to the clergy, might not be adopted 
with considerable advantages. 

As to the policy of the present mode of leyymg 
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the tithe ; it can never be desirable that such a 
system be parsued as must promote dissension or 
cause disagreement between the clergyman and his 
parishioners. A primary object with every good 
government is undoubtedly to remove all obstacles 
to the difiusion of knowledge, and to the extension 
of religion among the people. So long as the 
clergy are viewed in the odious light of tax- 
gatherers, their admonitions from the pulpit will 
pass unheeded, and prove ineffectual ; but when the 
clergy are respected and beloved, they will be 
listened to with serious attention. Without dero- 
gating from the merits of the first reformers, or 
from the benefits conferred by the Reformation, 
the remark may be allowed that mankind are 
chiefly indebted for the change to the odious 
taxations imposed by the Church of Rome. It is 
natural fw: every body to give a ready ear to what 
will advance his pecuniary interest, and the pro- 
gress of the reformers was doubtless accelerated by 
this ruling principle in the human mind. To the 
present injudicious mode of collecting the tithe in 
England may perhaps be attributed much of that 
success and favor, which has attended various se- 
paratists from the established church. 

The owner of land might, with great propriety, 
be entitled to require, that a valuation of the tithe 
payable in ordinary years should be made by two 
surveyors, the one of his own appointment, the 
other of that of the incumbent ; or tp make Aire 
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that no collusion was intended between the land- 
owner and the clerg-yman, one of the surveyors 
might be named by an officer appointed for the 
purpose in every diocese. When the surveyors 
qoold neither agree upon a valuation, nor upon 
an umpire to decide it, recourse might be had to 
a jiiry, in presence of the sheriff or coroner. Various 
regulations could be introduced to prevent a^y 
detriment to the interests of the clergy. The sur- 
veyors might be sworn, or indeed none need be 
qualified to act fw either party in these appraise^ 
ments, unless such as were approved of by the 
justices of the peace at their quarter-sessions. The 
surveyors too should make their valuations sepa- 
rately, and each of them ought to place his own 
in the custody of some officer under a sealed enve- 
lope before the umpire proceeded to act. On the 
one hand, the decision of the umpire need not be 
binding for a smaller sum than that contained in 
the lowest valuation of the surveyors j nor, on the 
other hand, need it be obligatory for more than the 
highest. After the valuation for tithe had once 
been determined, it ought to remain unchanged 
for thirty years at least, provided that both parties 
did not agree to require a new one at an earlier 
period. Were land much improved subsequently to 
the last valuation, and were a tenant or landlord 
to contemplate a further outlay of capital that 
would yet add to the augmented produce ; it would 
be for the advantage of the clergyman, as well as 
of the owner of the land, and at the same time 
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for the interest of the community, that a new 
valuation were made. To this there appears no 
reasonable objection , when both the parties more 
immediately interested agreed in its expediency. 
In the event of no new valuation being required 
by either party at the expiration of thirty years, 
or within a year previous or subsequent to that 
term, then the antecedent valuation ought to be 
valid for the lifetime of the same incumbent. 
Under such regulations for levying the tithe, one 
great impediment to the employment of capital in 
improving land would be wholly removed. But 
this is not the only benefit to be expected. By 
means of a fixed valuation of the tithe for a period 
of years, many immediate causes of latent ill will, 
or of open dispute, too common between the clergy 
and their parishioners of the greatest landed pro- 
perty, would no more exist. 

So desirable does it appear to prevent the in- 
terests of the clergy and those of the owners or 
tenants of land from coming into frequent collision^ 
that other regulations would be expedient. Every 
arrangement by which disputes between these dif- 
ferent parties can be avoided^ or at all events can 
be rendered of rare occurrence, is well calculated to 
promote the comfort and advantage of both. There 
could be no reasonable objection on the part of 
the clergy, that in every diocese proper persons 
were appointed to collect the tithe, and to pay 
over the amount to the incumbents, as they are 
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respectively entitled to receive it. Werfe a fixed 
valuation once established, a moderate commission 
on the sums^ collected would prove an adequate 
remuneration for the trouble; at the same time 
that collectors, upon finding their recompense pro- 
portionate to the amount of tithe, would not be 
wanting in diligence or zeal. The direct inter- 
ference of the clergy in matters of tithe woulid 
be superseded. Under the prevailing system,, they 
prefer in many instances to cede a part of their 
just claims, rather than to enforce them by harsh 
proceedings, and these cessions do not in general 

* preserve them from unmerited obloquy^ In some 
cases, indeed, most unseemly scenes have been ex- 

' hibited, of which the dissensions about three years 
ago in the parish of Saint Olave, Hart-street^ in the 
metropolis, furnish an example. 

The advantages of the plan now suggested are 
these : — the clergy must benefit, because the total 
amount of tithe would speedily augment as well 
from a more exact collection, as from greater fa- 
cilities being afibrded to the employment of capital 
on land. The landlords must benefit not only from 
the removal of every such impediment, but likewise 
because the proportion of tithe to the quantity of 
produce would diminish from the increase of pro- 
duction. In short the clergy would receive aug- 
mented means of support, at the same time that the 

• land was less burdened by the payment. 

Y 
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The defects of the Gommiitation tithe net appear 
to be that the parties are not compelled to agree to 
some fixed modas ; that there is no officer ap- 
pointed as a medium of agreement between the 
parties, bat the clergy and the land-owner come 
into collision; and that even when a commutation 
is once agreed upon, the period for which it remains 
in force is too limited. 

It is of importance to investigate the cause which 
of late years has so greatly increased the poor's rate 
in England ; but to discuss it here would be prema- 
ture. A new mode of providing for the poor, who 
are able to work, was introduced about twenty-five 
years ago, and has, unfortunately, made no small 
progress, especially in the agricultural districts. 
The labourer is sometimes desired by the overseers 
of the poor to find employment on the best terms 
he can, and the parish officers provide what- 
ever the magistrates may adjudge to be further 
necessary for his support, and for that of his fiimily. 
Sometimes the overseers themselves find employ- 
ment for the labourers applying for pariish relief, 
and at other times these officers have exposed to 
public auction the labour of the pauper applicants 
who are able to work. Of the last mode, the parish 
of Harrow, near the metropolis, is said to have fur- 
nished recent example. In all these cases labourers 
receive a part of the means of subsistence from their 
employers, and the residue from the parish fund?. 
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It is unnecessary to enlarge upon the evils of a system 
.so degrading to the labourer, and so much calculated 
to render him indolent and unprofitable. By 
taxing the land to provide a partial support for the 
labourer and his family, the burden proves greater 
than if the agriculturists paid him for wages what 
is sufficient to purchase a suitable maintenance. 
Under the existing mode of letting land, perhajis 
the tenants consider it adyantageous to themselves, 
that the present injudicious system of supporting 
the poor be continued. By declaimihgon the bur-, 
den of poor's rates, and by shewing the increased 
taxation upon land, abatements from high rents are 
more readily obtained, and an augmentation of 
rents, that are too low, is not so rigorously de-t 
manded. Were abatements no longer expected, 
and were leases for long terms more frequent, the 
tenants would assiduously examine the claims made 
for relief, and scrutinize the conduct and character 
of the claimants. With every disposition to in- 
dulge in charity, it may be stated, that the indis- 
criminate exercise of this virtue is so far from 
being attended with benefit to the poor^ that, on the 
contrary, it occasions their most serious misfortunes. 



Much of the capital employed in working mines 
in this country is. guarded by restraints upon foreign 
competition : as respects some metals, the duty on 
importation is nearly prohibitory, and establishes 
a complete monopoly in favor of the owners of 
mines against their fellow subjects. In particular 
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cases these high duties are almost useless to the 
niners, yet are extremely prejudicial to the inte- 
rests of the commimity. The proprietors of mines 
appear generally to hare succeeded in persuading 
the legislature, that it was advantageous to the state 
to prohibit the importation of foreign metals for 
home use, or, what is the same thmg, to impose 
duties on the importation of many, so extravagant 
as not to yield a revenue, hut to operate as a posi- 
tive prohibition. It would be quite as reasonable 
that the proprietors of land adjoining the high road 
were empowered to levy a tax upon every pas- 
senger who had occasion to travel, as it is to protect 
the owners of mines in levying a tax upon all who 
have occasion to use any of the coarser metals. 

The duty on foreign iron was much reduced some 
few years ago, and remains at thirty shillings the 
ton, or about ten per cent on the value of the 
lowest quality that is usually imported. In several 
of our manufactures foreign iron is absolutely ne- 
cessary; in the making of steel it is indispensible, 
and consequently the importation was not alto- 

• 

gether prohibited even at the former high rate of 
duty. At the present rate government derives a con- 
siderable revenue; yet the taxation of materials 
of manufacture is highly injudicious. When carried 
to so great an extent as ten per cent on the value, 
it becomes vain to expect that foreigners will con- 
sent to pay an equivalent increase of price for the 
goods when manufactured. 
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Foreign iron and British iron are not in reality 
similar as materials of manufacture, for tliey fre- 
€|uently cannot be used for the same purposes; 
consequently there does not exist that direct com- 
petition between the owners of the mines at home 
and abroad, which many persons suppose. The 
foreign iron used in this country is brought from 
Sweden and Russia, and there the ores are smelted 
by means of charcoal : the same operation on the 
British ores is effected by pitcoal. From the dif- 
ferent kind of fuel with which the smelting is per- 
formed^ there ensues such a difference in the quali- 
ties of British and foreign iron, as renders the latter 
well adapted for many purposes, to which the for- 
mer is altogether unsuitable. Where both kinds of 
iron are admitted for consumption upon equal 
terms, and are alike suitable to the purposes in 
view, the British will undoubtedly be preferred, be- 
cause it is much the cheapest. 

In foreign countries the British, as well as the 
Russian and Swedish iron, is charged with the ex- 
penses of freight and insurance ; whilst in this, the 
country of its production, the first is favored to the 
extent of these expenses. By fevoring British 
iron to a greater extent, or, in other words, by levy- 
ing a duty on foreign iron, the use of the British 
has become general in many manufactures for 
which it is somewhat unsuitable. The iron manu- 
j^ctures of this country have in consequence fallen 
into disrepute in several foreign markets, and there 
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the iron manufactures of other nations, as those 
from Sweden, Liege, &c. are preferred. The 
British indeed are commonly the cheapest, when 
judged by their appearance^ but in use they fre* 
quently prove the most expensive. Were there no 
duty on foreign iron, or were the present duty re- 
duced to a third of its actual rate, more employ- 
ment for capital would be found in prosecuting 
these manufactures. By removing the disrepute 
which proceeds from the use of a material of un- 
suitable quality in several of the iron manu^sictnreg 
of Great Britain, their sale might probably be ex- 
tended so far as to occasion no diminution in the 
total quantity of British iron now consumed. 

The duty on foreign copper is yet more preju- 
dicial. It has long been continued so high as to 
prove an effectual prohibition to the importation j 
although the duty was reduced about four years 
ago to half its former amount, it yet remains quite 
extravagant, and is equally prohibitory as before 
the reduction. Much copper is exported frara 
Russiia and Sweden ; and about seven years ago 
considerable quantities were brought from Rass^a 
tb Great Britain. Owing to the enormous dutf 
here upon its use or consumption, it was re-export- 
ed. The greater part was forwarded to H<41ai»i 
and France. Since that period the Swedish and 
Russian copper is conveyed direct to those cbuiitrieik 
without the initervention of British ships, or Britisk 
merchants, and the expenses of landing in Of^t 
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Britain« as well as of reshipment, are saved to the 
owners of the copper. 

British copper is supplied in greater abundance 
than the consumption of this country requires. 
The price of the excess, over and above what is 
wanted for home consumption, must regulate the 
price of the whole quantity. Were a lower price 
returned from abroad to the exporters of the excess 
thap what could be obtained at home, then a greater 
quantity of the copper produced would be forced 
upon the home market, until the price in this coun- 
try, and the price to be expected from abroad, were 
equalized. If a greater price were, pn the con- 
trary, obtainal^le abroad tbanf at home, more copper 
would be exported. British copper is supplied at a 
price sufficiently low to enable the exporters to 
compete in fqreign market^ with that of all other 
countries. The fears of the Cornish miners, that 
British copper cannot coi^ip^te successfully in this 
kijagdom with that of foreign countries, must be 
altogether i«.aginary. As British copper entera 
intjQ successful compet;itipn with other kinds — in 
the market of New York, for example — it would do 
so yet more successfully in the markets of London, 
^Bristol, and Liverpool, although there existed no 
dijity on foreign copper. But to ^U^y the imaginary 
fear^ of the miners, the use of fpreign copper is 
interdicted by a pfojiibitory ^{ity. For their sup- 
posed benefit the interests of t'^^o ^er parties in 
the state a,re sacrilicen). Tlie ^hip-QWiiijers would 
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gain somewhat better freights, were the importa- 
tion into this country permitted for home use or 
manufacture. The manufacturers would find ad- 
ditional occupation, were the supplies of the raw 
material increased in this, and diminished in other 
manufacturing countries, by the free admission here 
of foreign copper. In consequence of our restrictive 
system, the ship-owners in France and in Holland 
will derive the benefit of the freight, which is from 
our own policy denied to the British dag: the 
braziers and copper manufacturers in those coun- 
tries too are excited to extend their business by the 
increasing supplies of the raw material forced into 
their market^ the greater part of which would other- 
wise have been wrought up in this country. 

The supplies of copper from Coquimbo and the 
neighbouring provinces are likely, in the progress 
of improvement, to prove far greater than what 
have hitherto been derived fix)m the European mines. 
Importations from thence into this country have 
taken place, but here the prohibitory duty compels 
the re-exportation of the copper. It is said that 
some mitigation of the law in favor of South Ame- 
rican copper is intended, but I am not aware of any 
change favorable to the importers. In a short 
time, little or no British shipping will probably be 
employed in bringing those supplies from Chili to 
this market. Self->interest encourages merchants to 
carry their goods direct to those countries where the 
consumption is allowed^ and in the ships of those coun- 
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tries too, by which some extraordinary duties are 
almost always avoided. Our injudicious duty does 
not bring a shilling to the revenue of the state, for 
it is prohibitory. It diminishes the employment of 
British shipping. The prohibition of manufacture 
or consumption here favors commercial intercourse 
between other two foreign countries, without that 
intervention of British merchants which their ex- 
tensive capital would otherwise facilitate, and it 
also encourages among foreigners that dislike and 
enmity to British policy which is occasioned by the 
frequent prohibition of foreign productions. Such 
a selfish system, as that of Great Britain, is forbid- 
den by all fair reciprocity, and the evils of our 
prohibitions deservedly recoil upon our own com- 
merce. 

Did the high rate of duty on foreign iron and on 
foreign copper produce any benefit to the owners of 
mines in this country, the common and plausible 
argument (however absurd it may be) of promoting 
home productions might be maintained in favor of 
the present system. But the restrictions on the im- 
portations of these metals are so impolitic, that, at 
the same time as they are attended with no benefit 
to any one, they occasion positive detriment to a 
great number of the community. Were South 
American copper allowed, by its importation free 
of duty, to be manufactured by the braziers in Great 
Britain, large quantities would bie imported, be- 
cause by bringing it to this country the owners 
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might have the chance of two markets ; namely > the 
one of this country and that of Continental Europe, 
to which the excess would be re-exported. But as 
importers are not allowed by the present law any 
chance of selling the copper so advantageously in 
Great Britain, as on Continental Europe, where 
Qilone the market is ultimately found ; they at once 
send it thither, and by direct shipment to its final 
destinaticm, many expenses well known in trade are 
altogether avoided. The copper of Chili will, in 
some years hence, be the means of raising up new 
lAanufactures in the United States of North Ame- 
rica; then will we look back on our folly with sur- 
prise and regret. Swedish copper too will be con- 
veyed across the Atlantic as ballast for American 
ships, and by the knowledge to be acquired from 
treating somewhat different qualities of the same 
metal, and by adapting each to the purposes for 
which it is best suited, the copper manufactures in 
America may become superior to our own. 

Should it be deemed necessary to respect the pre- 
judices or prepossessions of the copper-miners in this 
country against the importation of the fo]*eign me- 
tal ; two systems may be pursued. 

The one is similar to what has been adopted in 
regard to foreign sugar admitted for refining in this 
country j namely, the importers, or those who im^^ 
mediately purchase from them could be compelled, 
qa taking o^t of the public warehouses a quantity of 
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foreign copper for manufacture, to give bond for 
the exportation of an equivalent weight of the goods 
when manufactured. 

The other system resembles the new plan for ad- 
mitting foreign thrown silk ; namely, that a duty be 
payable on the importation of foreign copper. Of the 
payment of this duty a certificate may be passed, 
and upon the exportation of an equal weight of the 
manufacture, whether from the material on which 
the duty was paid, or from other material of the 
same species, the amount of duty is returned by 
the officers of the Customs. Either of these regula- 
tions appears quite unnecessary, yet, to secure great 
benefit to the community, a minor inconvenience 
may be suffered, and it would probably endure for 
a few years only. 

The duty on foreign lead was for a long time al- 
together prohibitory ; but at the time of the reduc- 
tion of duty on other metals, that upon the importa- 
tion of lead was considerably diminished. About 
that period the price was high in this country, and 
isome importations for home use ensued ; but since the 
price has become more moderate^ the reduced duty 
proved equally prohibitory as was the former, and 
indeed the duty is again augmented on importation. 
The lead mines of Adra and Almeria in S|)ain being 
highly productive, their ores are obtainable at a low 
price. This low price offers great encouragement 
to the manufacturers in countries where importation 
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is fraBly permitted, whilst the prohibitory duty here 
is discouraging to the British manufacturer alone. 
The voyage from Adra or Almeria to New York can 
be accomplished in about the same time as that to 
this coantry, and many of the American ships, con- 
veying flour and tobacco to the Mediterranean sea, 
vrould readily carry back lead ore, almost without 
freight, as they might thus save the expenses of 
ballast. The prohibitory duty in this country is in 
effect the greatest encouragement we can give to the 
extension of lead manufactures in Spain, and to 
their establishment in the United States of North 
America. 

Were the duty on the importation of lead abo- 
lished in Great Britain, the manufactures of this 
metal might be secured to this country ; or were 
the duty greatly reduced, it would be productive of 
some revenue to the state. Already has th^ aug- 
mented produce of the Spanish lead mines dimi- 
nished the price in other countries in a degree suffi- 
oient to curtail greatly the exportation of the ma- 
nufactured metal from Great Britain. The longer 
the British prohibitory duty is continued, the greater 
will be the proficiency of foreign manufacturers, and 
far from the duty proving ultimately beneficial to 
the proprietors of mines in this country, it must 
tend to their greater prejudice, the more prolonged 
its duration. 

Calamine oi Zinck, better known in commerce 
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by the name of Spelter, was so heavily taxed an 
importation for home use as to be effectually prohi- 
bited. Upon the reduction of duty on most of th6 
foreign metals some few years ago, it was intended 
to place that on spelter at 6ve pounds per ton : the 
owners of spelter works in this country represented 
to the Board of Trade, that this low duty must de- 
stroy their business, and they obtained the imposi- 
tion of one double the rate which was first proposed. 
The price of foreign spelter in bond, or exclusive of 
the duty, was then from sixteen to eighteen pounds 
the ton: it has since declined gradually to about 
eleven or twelve pounds, and notwithstanding the 
very high duty of ten pounds the ton, yet the British 
spelter works have successively been aband(^edone 
after another as unprofitable, until there is now not 
more than one in operation. The ore of zinc is so 
abundant in Silesia, that it is said to have been used 
about forty years ago for making roads in the same 
way as granite in this country. Of late years 
this ore is manufactured into plates of Spelter, and 
they have found an extensive market in the East In- 
dies. A part is formed into bolts, or rolled into 
sheets, which are respectively used in the construc- 
tion and sheathing of ships as a substitute for the 
dearer metal copper. Sheet spelter is also substi- 
tuted for lead in the formation of metal pipes. 

The very high duty on spelter is extremely pre- 
judicial to some British manufactures. This metal 
enters into the composition of brass, and ccmse- 
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quently all brass manufacturers in the kingdpm are 
restrained in their business, and all consumers of 
these manufactures are taxed, because it was consi- 
dered expedient to favor the owners of the few 
spelter works that existed in Great Britain. It was 
intended to give them a monopoly against their fel- 
low-subjectSy and in consequence the exportation of 
brass manufactures has been restricted. The Dutch 
and German manufacturers have not failed to prodt 
greatly by the error of the British government. It 
is indeed quite impossible that British mai^ufac* 
turers can successfully compete with those on the 
Continent of Europe in any fabric of brass, so long 
as the present duty continues on its constituent par t, 
spelter. 

The importation of tin would probably be so 
limited at all events, that the duty on its admis- 
sion into this country does not seem to require 
particular remark. 

Gold, silver^ and rough diamonds, are admitted 
free of duty. Other precious stones become liable 
to various rates of duty on their importation, and 
luxuries of the latter kind appear to be proper 
pbjects for taxation. 

Every prohibitory rate of duty on the importation 
jof metals enables the owners of mines in this 
country to receive the benefit which actually re- 
jsiilts frfun any increase of ppice occasioned by the 
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absence of foreign competition • The excess of price, 
beyond what would otherwise prevail, is a tax levied 
upon one part of the community to the emolument 
of another. If one class of the community pos- 
sesses any right to enjoy a revenue levied by 
taxing all other classes, then these duties may be 
just and proper ; but if otherwise, they are unjust. 
That the consumers of one kind of necessaries or 
^convenience should be taxed for the exclusive 
benefit of another class of the society^ contradicts all 
common notions of equity, how much soever custom 
may reconcile us to the imposition. Not only are 
the consumers of goods taxed directly; the manu- 
facturers likewise, who use the metals, are pre- 
vented from exercising, in the best way they are 
able, their skill and labour for their own advantage, 
and for the general benefit of the society. 

Some persons may argue, that it is desirable to 
fiivor all home productions, and to encourage the 
labour of our own workmen. To investigate this 
argument fully, the present work is not sufficiently 
advanced. As regaixls the taxation of metals and 
other rude produce on importation, thereby prevent- 
ing a full and abundant supply at the lowest prices, 
it can at once be affirmed, that the effect is to place 
impediments to the free employment of capital and 
labour in all manufactures where these materials 
are used. This system of taxation is altogether 
pernicious, and cannot too speedily be abandoned. 
The total amount of revenue derived from it must 
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fNX>ve insignificant, when other nations are in a 
condition to manufacture for themselves, or to enter 
into competition with us in distant markets* Were 
capitalists and labourers freely allowed to pursue 
the employments which appear to them the most 
advantageous, the taxation upon the increased con- 
sumption of conveniences and luxuries would more 
than compensate to the public exchequer for the 
abolition of duties cm the importation of the raw 
materials of manufacture. 

The excess of capital required to obtain metals of 
home production, at greater expense than would be 
necessary to purchase them from foreign nations, 
is altogether wasted^ Supposing ihat a capital of 
three hundred pounds is employed to obtain a ton 
weight of British spelter in a given time; the same 
amount of capital of equal durability, if employed 
in the cotton manufacture, would probably give, 
even in the present un prosperous epoch, a clear nett 
revenue of eight per cent in an equal time, or 
twenty-four pounds in the whole : this sum, how- 
ever, would suffice for the purchase of more than 
•two tons of German spelter, including the expense 
of conveyance to this country. Accordingly, more 
than half of the capital employed in England to 
obtain this metal of home production was alto- 
gether wasted. The amount of taxation levied 
upon the community by impolitic laws is, there- 
fore, not applied wholly to the benefit of some 
particular class, but is wasted in the folly of re- 
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quiring a superfluous quantity of capital and labour 
to be employed in furnishing commodities which 
could be supplied with a much less expenditure of 
capital and labour. 

It is occasionally argued, that it is highly desirable 
to secure employment for our own workmen. As 
regards the taxation of foreign metals, this object 
does not seem to be accomplished. To adduce, by 
way of example, the same one — spelter ; those per- 
sons who are competent to give a fair opinion on 
the subject, affirm that had no high duty on its im- 
portation existed, the manufacturers of brass for the 
East Indian market alone would have occupied 
more workmen than were ever engaged at any time 
in all the spelter works of this country. If we 
consider how much the consumption of brass manu- 
factures must have extended in Great Britain from 
the effect of a low price, and that other markets 
would have been discovered for the sale of similar 
goods; the conclusion is irresistible, that the prohi- 
bitory duty did not provide, but prevented addi- 
tional employment for British workmen. The im- 
provements in the manufactures of brass in France, 
and the great extent to which these manufactures 
are now carried, may give some notion of what 
might have been effected in Great Britain, had 
there existed no duty on the raw material. 

In different parts of this work the great benefit 

z 
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resulting from an abundant supply of coal is suffi- 
ciently explained. 

It has usually been considered that the eropfoy- 
nient of capital in the sea fisheries deserves especial 
encouragement, inasmuch as it fosters one of the 
nurseries for seamen, and thus promotes the na- 
tional defence and security. Until lately, bounties 
in various forms were freely conceded to favor this 
employment, but the result never proved comme^- 
sinrate with public expectation. Experience seems 
to warrant the conclusion, that fish caught either 
on sand-banks, or in the deep sea^ prove of better 
quality than whslt are taken on rocky shores, 
or near to coasts not of alluvial or sandy formation. 
The fish found in the latter situations prove less 
firm in substance, and do not equal, in fitness for 
curing, such as are taken in deeper waters or oa 
banks of sand. The Dutch have long pursued the 
deep-sea fishery, and obtain far better prices than 
ate given in foreign markets for British-caught fish, 
however great the care and attention with which 
it may have been prepared. When the duty on 
salt was excessive, its issue for the fisheries was 
permitted duty free ; but the Concession was acconii** 
planied with so many trammels^ in order to «ectire 
the public revenue ifrotti fmud, as greatly diminished 
the boon. Now that the duty is wholly retnovedi 
there is no longer the same temptation as before 
to prepare fish for foreign markets with too small 
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a quantity of salt, nor to pack the fish for exporta- 
tion in pickle that had previously been used. It is 
therefore no improbable event, that British-cured 
fish may regain some estimation, and when all 
interference on the part of government is at an end 
by the total discontinuance of bounties, the sea 
fisheries may become more prosperous than here- 
tofore. 
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ESSAY XIL 



ON THE EMPLOYMENT OP CAPITAL IM 

MANUFACTURES, 



The greater part of the conveniences and luxuries, 
and many of the necessaries, M^hich mankind pos- 
sess, are the result of improvements in mannfac- 
turing industry. Manufacturers are, on the one 
hand, stimulated to increase their supplies when 
encouragement is offered by the purchasers; or, 
on the contrary, the manufacturers reduce the 
amount of their productions when the price does 
not afford adequate remuneration. But the demand 
for conveniences and luxuries, as is before shewn, 
can exist only in proportion to the surplus revenue 
which the intended consumers possess, after pro- 
viding the necessaries they require. Whether the 
market be abroad or at home, the effectual demand 
can alone be experienced according to the ability 
to buy manufactures which remains, after the ex- 
pected purchasers are provided with necessaries. 

However much the manufacturers may depend 
upon the existence of a surplus produce of the soil, 
the agriculturists in their turn become equally de- 
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pendent upon the prosperity of manu£stctures. 
Unless these were carried on, there could be no 
market for the com produced beyond the wants 
of tbe labourers employed in cultivation, nor would 
there exist any demand for the produce which is 
now provided as materials of manufecture. Wool, 
flax, cotton, and almost every other kind of raw 
produce, which are now readily convertible by 
exchanges into immediate supplies of necessaries, 
conveniences, and luxuries, could possess little or 
no value without the aid of manufacturing in- 
dustry. Were there no manufactures, agricul- 
turists would find no inducement to provide more 
of any kind of raw produce than what was wanted 
for their own immediate consumption. 

In manufacturing establishments of magnitude, 
most of the benefits resulting from the employment 
of capital are sufficiently obvious. Improvements 
in the application of labour are usually far more 
conspicuous there than in agriculture. Almost all 
the advantages proceeding from the division of 
labour, from the use of machinery, and from the 
employment of large capital in manufactures, can 
at once be presented to view, and the result exhi- 
bited in an increase of production. 

From the more extended use of machinery, or 
the improvements in the implements of labour used 
in manufacture, there will usually follow the ability 
to sell its produce at a cheaper rate, yet with the 
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same and even a greater profit than before. Being 
afibrded a lower price, finished work is placed 
within the reach of more purchasers, and the de- 
mand increases in consequence. Since the im- 
portant improvements of machinery, and its more 
general application in the fabric of cotton ^oods, 
their common use and consumption are greatly ex- 
tended^ and many additional comforts or conve- 
niences are afibrded to the community. It may 
indeed be supposed, that the manufactures of 
linens and of woollens have in some degree been 
supplanted ; yet as the discovery and the use of more 
improved machinery in one^fabric leads to its intro- 
duction in others, the woollen and linen mannfac- 
tures are likewise provided for much less expense, 
and are sold at much lower prices than formerly : 
the total quantity consumed, far from sufibring any 
diminution^ has therefore been greatly increased. 
The whde society is in consequence enabled to aug- 
ment very much the sum of its enjoyments. 

According as the use of machinery has been 
more and more extended, so has the abundance of 
coal at a moderate price become of greater im- 
portance in facilitating the supply of manufactures^^ 
and on the most advantageous terms. In conse- 
quence of an abundance of fuel being obtainable 
at a low price, the expenses of empl6ying ma- 
chinery are reduced: accordingly, it is in those 
particular districts of Great Britain where coal con- 
tinues remarkably cheap» that the most extensive 
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manufactures are established. Without the ad- 
vantages resulting from the abundance and low 
price of coal, it is probable that neither the foun- 
derias at Carron, nor the greater part of the ma- 
nufactures at Newcastle^ would have had an e^-r 
istence. By means of mmhin&vy worked by the 
power of steam, many branches of manufacture 
can be conducted not only at a greatly reduced 
rate of expense, but also with accelerated expedi- 
tion, and the work likewise is for the most part 
completed in the most approved manner. The 
capital employed in machinery, as well the part 
which assists in providing coal as what more di- 
vectly promotes the increase of pgiai^ufactures, is 
consequently invested to the utmosit advantage. 
A maaiifacjturer, who provides his goods on the 
cheapest terms need ];iot fear competition; whilst 
he can furnish, with the gricatest celerjty, the sup- 
plies that are wanted, he wiU the soonest be able 
to Avaii himself of the market prices which prompted 
him to undertake his operations. In consequence^ 
too of the most approved completion of the work, 
it will be preferred by purchasers. 

» 
Whe& many large capitals are employed in dif- 
ferent branches of the same manu£icture which is 
establi^ed in the neighbourhood, various advan- 
tages ^u^erue to the captalists, and the goods can 
usually be afforded at a lower price than in other 
countries idifferently (circttmstanced' The causes of 
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this may lead to some detail^ but are not unin- 
teresting. 

First, the raw materials can generally be pur- 
chased at lower prices, where the demand is con- 
stant and almost uniform, than where it is only 
occasional. The quantity of cotton wool for ex- 
ample, which is imported into Great Britain, ex- 
ceeds considerably the quantity wrought up into a 
manufactured state; and there is annually re-ex- 
ported to other European countries from fifty to 
eighty* thousand bales. It cannot well be doubted, 
that the medium price in this country is lower than 
in the other markets to which a part of the cotton 
wool is usually re-exported for ultimate consump- 
tion, because, if the fact were otherwise, 'no person 
would incur the expense and risk of exportation. 
Were there no effectual demand from any other 
country adequate to defray this expense and risk, 
the excess of the material, supplied from the places 
of growth to Great Britain, would be forced for 
sale upon the market here, and the price would be 
further reduced. It is generally found to be more 
advantageous for the capitalists, who are extensively 
engaged in the importation of cotton wool, to bring 
it in the greatest abundance to Great Britain, where 
they can always effect a sale, and realize the pro- 
ceeds for further employment ; rather than to con- 



* In the present year the quantity re-exported exceeds the largest 
of these estimates. 
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vey the cotton to some other country, where a very 
moderate supply might probably overstock the 
market, and where immediate or even speedy sales 
are frequently impracticable unless at a great re- 
duction of price. Were two or three entire cargoes 
of cotton wool to arrive about the same time at 
any port on the continent of Europe north of Ant- 
werp, the demand would be found too limited to 
admit of a sale so readily as to prove advantageous. 
The manufacturers on the continent are much ac- 
customed to mix together various kinds of cotton 
wool, and upon a quantity of one kind alone arriving, 
it might probably become indispensible to offer it at 
a low price, in order to invite purchasers. No im- 
porters of cotton wool into Europe desire therefore 
to direct it to the markets, which offer only a 
very limited demand^ although, from the generally 
small supplies, the prices may for the most part con- 
tinue at a higher rate than in other places affording 
a more sure and a constant sale. 

Even in places affording comparatively the most 
extensive demand, yet if that for some particular 
goods be altogether small, and can be supplied in 
an indirect mode, there is by no means afforded the 
same encouragement to provide such goods, as if 
the demand were extensive and constant, and could 
not be indirectly supplied. A cotton planter* in 
Brazil obtained some seed of a peculiar kind of 

* Senhor Joze de Sk Betencourt^ of the province of Bahia. 
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cotton tree, which prodaced its wool of the colour 
of the nankeens usually imported from China. 
Persuaded as he was that cotton wool of this natu- 
ral colour must be well adapted for particular 
febrics, and would consequently bring a higher 
price in the British market than the common kind ; 
he planted as much of his land as fumished sixteen 
or eighteen bales of the nankeen col<mred wool. 
From the length and the strength of its fibre, and 
from the cleanness of the wool, the quality was 
fully equal to that of the other cotton grown in the 
same province. If used in the fal»-ic of the British 
nankeens manufactured in imitation of those of 
China, or in those fabrics where uankeen coloured 
stripes are introduced, the expense of dyeing jmust 
at least be saved. So far, however, from a higher 
price being obtainaUe in this country for what ap- 
peared to deserve it, the planter found the greatest 
offered to be a tenth part less than the price given 
in Great Britain for other cotton of the same pro- 
vince. The buyers of cotton wool, who would con- 
sent to spin this particular kind, were so £ew in 
number, that they could almost i^gulate its priee« 
And the buyers of the nankeen coloured cotton 
yarfi being also few, were in some degree enabled 
to determine the price which the i^^ianer could, ob- 
tain. This kind of wool proved to be o£ inferior 
value to the spinner, because the demand for its 
yarn was not so constant and sure as for yarn of 
other descriptions. The manufacturers of nankeen 
coloured cloth could :supply their wauts ju arii ki- 
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direct mode by the use of dyestuffs. At the period 
of the occurrence referred to, it is true that weav- 
ing by the power of steam was scarcely introduced, 
and that British imitations of Indian and Chinese 
fabrics were not so successful as in the present 
times ; yet even now it is extremely doubtful whe- 
ther the cultivation of this species of cotton wool, 
which is suitable only to particular purposes, would 
prove so advantageous as that of the common kind 
which is of the most general use and consumption. 

Secondly, Capitals can usually be employed with 
far greater economy, where many large and exten- 
sive manufactories are established, than in other 
countries. When no more than three or four dyers 
or calico-printers are established in a remote situa- 
tion, every one of them must retain a stock of all 
the various dyestuffs which he is likely to require for 
a considerable time, otherwise his business might 
be suspended from the want of supplies. If all of 
them were in the practice of preparing goods for the 
home market alone, they might possibly find that 
colours, which were formerly approved, have unex- 
pectedly become unfashionable, and that goods of 
the colours they had provided were no longer in 
demand. A great part of the supply of dye- 
stuffs, provided by these few dyers or calico- 
printei-s, might thus be rendered nearly useless, 
unless they thought fit to prepare goods for 
another market with which perhaps they were but 
little acquainted, and where they must conse- 
quently be more exposed to risk. But in coimtries 
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where manufactares are nnmeroos and eztensiTe, 
the dyer and calico-printer need keep no stock of 
cokwring niateriak, for there the drysalter or dealer 
in dyestuffs finds his interest in providing a stodL, 
not so extensive probably as a fifths perhaps not a 
tenth part of what all his customers united would 
be obliged to keep on hand, were there no such 
occupation as a drysalter to supply their occasional 
demands. He endeavours to proportion his stock 
to the general demand of all his customers, and 
when particular colours become in less demand for 
some markets^ they are easily appropriated to the 
wants of parties who supply goods for other coun- 
tries. He replenishes his stock of the colours which 
he sells from the. stocks of the importers; they re- 
gulate importations according to the efiectnal de- 
mand for every separate kind. Accordingly where 
extensive manu£aictures are once established, the 
materials in general find a ready market, and 
although the whole stock on hand is not required 
to be in any degree proportionate to that in other 
countries, where the business carried on is of 
little amount, yet the supplies wanted are never de- 
ficient. 

Thirdly, where the several branches of the same 
manufacture are conducted in many different esta- 
blishments, the division of labour can be carried to 
its utmost extent, and capital can accordingly be 
employed with greater advantage : the emulation 
also which commonly exists among manufacturers 
to finish their work in the best manner is there kept 



ESSAY XII.] CAPITAL IN MANUFACTURES. 349 

in full activity. At Manchester, Glasgow, and ill 
the vicinity of these seats of manufacture^ the busi- 
ness of the spinner of the cotton is most frequently 
conducted as a different branch from that of the 
weaver of the calico, and the calico printer is again 
different from either of the two former. So far is 
the division of labour carried in spinning cotton ' 
yarn, that the finest kinds are altogether of the 
manufacture of Manchester and the neighbour- 
hood ; from thence alone are the weavers of the 
finest muslins at Glasgow supplied. In many 
foreign countries the business of the spinner^ the 
weaver, the calico printer, and of other branches of 
cotton manufacture, are commonly carried on for 
account of the same individual; yet perhaps he 
may not employ in all nearly so many workmen, as 
a manufacturer of moderate extent in this country 
who applies only to one branch of the business. 

The individual who carries on all the branches of 
the manufacture, from the first importation of the 
cotton wool, until the finished work is completed 
for sale, must be possessed of a stock of all the raw 
materials required in every separate operation, and, 
what is of more difficult acquisition, he should pos- 
sess a stock of knowledge to enable him to conduct 
every part of his business in the best manner. His 
skill is perhaps more adapted for superintending 
one branch rather than another, and he may conse- 
quently be able to select good materials, good im- 
plements, or machinery, and good workmen, as 
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well as to direct judiciously the operations in that 
branch with which he is best acquainted. But 
when all the various branches of the manufacture 
are carried on under the separate direction of dif- 
ferent individuals, it is highly probable that every 
one will excel in his particular department more 
than if the attention was divided. Nor would the 
business of such, as engage in one branch of manu- 
facture alone, be of so simple a nature, as may at 
first be imagined. The spinner of the cotton must 
select its quality^ and when the finest yarns are to be 
spun, this selection is of the utmost importance : he 
sometimes combines various kinds, and in different 
proportions. The macb inery for spinning will often 
require great attention, and the spinner must espe- 
cially see that the thread proves equal to the rea- 
sonable expectations of his customers, and adequate 
to enter into competition, both in quality and in 
price, with all other similar productions at market. ^ 
Another individual is perhaps more skilful than 
usual in directing the weaving, and another in the 
bleaching of cloth. The dyer and the calico printer 
must be capable, each in his own business, of super- 
intending all the branches of their work, otherwise 
they will suffer from competition. In designing 
the patterns for printing what are most appropriate 
for difierent markets, there is likewise required the 
utmost degree of attention and care, because tlie 
taste of consumers is continually varying in parti- 
culars, although the general efifect of the patterns 
required may remain unchanged. Whether the 
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ultimate sale of printed calicoes and other fancy 
goods is to be profitable, or whether it is to be dis- 
advantageous, will always depend, in a great degree, 
upon the skilful invention and judicious choice of 
patterns. 

Let it now be supposed, for the sake of illustra- 
tion^ that, in any of the particulars above enu- 
merated, the manufacture is less skilfully finished 
iban usual ; that the bleaching of the cloth; for 
example, is imperfect even in a slight degree. 
Under this supposition, if the goods are to be sold 
without further preparation, they will not please 
the eye (as is the common expression) of most cus- 
tomers. If the calicoes are to be printed, the 
colours will not appear to the same advantage, 
when they are placed in juxta position to an imper- 
fect white ground, as when it is clear and bright 
from the cloth having been well bleached. That 
every part of a manufacture is likely to be brought 
the nearest to perfection, when performed and super- 
intended by individuals exclusively whose attention 
is no otherwise engaged, dues not seem to admit of 
reasonable doubt. 

It is further to be remarked, that where manufac** 
luring establishments are numerous, and the various 
branches of manufacture are separately carried on, 
the supplies of goods wanted in any particular 
market can be furnished in the shortest space of 
time. In such places all the advantages arising 
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from the general use of machinery are to be found 
in every department, and repairs, which might, 
impede any one machine from operation, c^n th?re 
prove no serious obstacle to the desired dispatch* 
Other advantages for ensuring expedition are . lifeeT. , 
wise common. If intelligence be received from^ 
Calcutta for example, that printed shawls or hand- 
kerchiefs are in great demand, the manufactumris , 
at Glasgow can send a supply in a much shorter, 
space of time than would be required to prepare the. 
goods on the continent of Europe. At Glasgow the 
cloth and the dyes are ready ; patterns are ready too, 
and new ones are produced every month; yet jf 
newer designs are required in a different style, tb^. 
designers or drawers of patterns and the makers or ^ 
cutters of the printing blocks or rollers can be 
engaged on the shortest notice. In consequence of , 
the great extent of business, and the subdivision of 
labour which results, there are several designers of 
patterns who especially excel in providing those for 
printed handkerchiefs and shawls rather than for 
other garments, and therefore, new patterns could 
be furnished in a shorter period, and in greater 
variety at Glasgow, than in any of the manufac* 
turing districts on the continent. A large quantity 
of the goods wanted at Calcutta might be sent from 
the Clyde and sold in India, before half the supply 
from Continental Europe could perhaps be made 
ready for embarkation. 

When manufacturers are well supplied with capi- 



JB88ATXII.] CAPITAL IN MANUFACTURES. 353 

tal, the best machinery, without more than a due 
regard to expense, will be provided in all branches 
of the manufacture, wherever the use of machinery 
is found advantageous. In the cotton manufactures 
ef this country, the machinery best calculated for 
spinning and for weaving is employed, and every 
improvement of obvious utility is adopted. All are 
desirous of carrying on their business in the most 
profitable manner, and unless every improvement of 
importance met with immediate attention, the dila- 
tory in adopting it could no longer sustaiii the 
active competition of their neighbours. By means 
of an abundant capital, the makers of machinery 
likewise are enabled to provide the most suitable 
materials and the most expert workmen, for con- 
structing what their employers consider best calcu- 
lated for the proper performance of the work in 
contemplation. 

It has sometimes been assigned as a principal 
caUbC of the present depression of British manu- 
j&ctures^ that, owing to the wasteful expenditure of 
government during the last war, the national capital 
is not now so adequate to carry them on as formerly. 
There appears to be no good foundation for this 
supposition, and it has been contradicted by those 
who were well able to form a correct opinion on the 
subject. From the evidence before the Commons* 
committee on the resumption of cash payments by 
the Bank of England in 1819, several years after 
the termination of the war, it appears that manu^ 

A A 
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tsLCiurevn were not in want of capital. Mr. Harman 
states, habits in trade bad been superitidnced ; 
launching out into trade; very likely good trade; 
large establishments; manuiactnrers embarking 
property, or (what he calls) the represlentative of it 
to a very large amount, and these establishments at 
this time in a flourishing state. Mr. Gladstone sfly^, 
I think the habits of the manufacturers of this 
country in times of prosperity induce them to atfofrd 
a certain degree of credit and elhcouragement to 
what is generally termed speculation ; that is, they 
are in the habit of supplying adventurers with 
goods, probably at full prices, or mixed with de- 
scriptions that to other buyers might be less sale- 
able : thus giving credit to a certain extent to 
those whose capital or m^ans of making good their 
engagements, if strictly examined, they might not 
be satisfied with. 

From hence it seems that far from the capitals of 
manufacturers having undergone any considerablef 
diminution in consequence of the war expenditure; 
on the contrary, they retained the ability of (em- 
barking large property in establishments which 
were several years afterwards in a flourishing state, 
and they possessed also the means of supplying 
the want of capital to other people by selling to 
them goods upon long credits. The fadlities af- 
forded by the banking system extend, in some de- 
gree, the ability of manufacturers to enter into 
business of this nature; yet, as is before shewn. 
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that ability could never be constituted by any super- 
abundance of paper currency beyond what would 
have circulated in gold and silver coin ; for however 
much paper currency may be increased, it cannot 
create a capital which did not previously exist. In 
other words, paper currency cannot feed and clothe 
the people; the utmost, which it can efiect in sup- 
plying* capital, is to liberate the gx>ld and silver 
otherwise requisite for circulation^ and these met^s 
can then be exported to purchase from other coun- 
tries either food or clothing, or the means of sup- 
plying these and other necessaries, together with 
conveniences and luxuries. 

It is evident that the rate of interest will be low 
where capital is abundant in proportion to the means 
of employiiTg it with advantage, and when there is 
at the sam6 time no want of security from the de- 
fective administration of justice. Where the rate of 
interest is low, that of profit must be moderate, and 
manufactures provided in these countries can conse* 
quently be afforded on terms more advantageous to 
the consumers than in other places, where inade- 
quate capital, or a great demand for it, or the in- 
security attendant on its employment occasion high 
profits. The present distress among manufacturers 
may with more truth be ascribed to the enhanced 
value of the circulating medium and the want of 
demand for the produce resulting from the employ- 
ment of capital both fixed and circulating, rather 
than to any deficiency in the extent of capital ready 
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to be employed, were the manufacturers in a pros- 
perous state. In saying this, it is not meant to pal- 
liate the evil of the diminution of capital consequent 
upon requiring a circulating medium in the precious 
metals. 

The great inland commerce in every nation is 
between the country and the town; between the 
agriculturists on the one part, and those who supply 
manufactures on the other. It cannot, however, 
add to the prosperity of the state to offer especial 
encouragement that all agricultural produce re- 
quired for its use should be of home growth, nor 
that all manufactures consumed should be of the 
national fabric. The productions as well of agri- 
culture as of manufactures may be imported, from 
other countries^ not only without causing detriment 
or diminution to the national wealth, but on the 
contrary, such importations may promote its iijcrease. 
Both kinds of productions likewise may advanta- 
geously be exported. The effect indeed of a conti- 
nuance of national prosperity and of dense popula- 
tion will usually be, that the greater part of manu- 
fi^ctures required for consumption will be fabricated 
at home, and that few agricultural productions can 
be exported. But this effect of national opulepce 
is quite different from the cause of it. Mankind, 
however, do not generally possess the patieiice tjiat 
is required in the progiess of national prosperity j 
they desire to accelerate its attainment, and imagiiie 
that capital can be created by legislation, and tbQ,t 
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the productions of industry can advantageously be 
forced like the plants of a tropical climate in a 
hot-house. Bebause one efffect of national opulence 
is, that most of the manufactures consumed iii the 
country are of home production ^ it has become a 
favorite measure with many political economists 
to force the effect, not by increasing the na- 
tural causes, but by prohibiting at once the impor^ 
tation of foreign manufactures. In truths all favor 
or encouragement bestowed unequally upon any 
Dne branch of industry will be so far from increasing 
the national wealth, that the measure must produce 
an opposite effect. The preference of individuals 
for any one branch of industry demonstrates clearly 
that in it the employment of their capital was c^fi- 
sidered most advantageous. From the effect of ^ny 
law giving undue favor to another branch not so 
profitable, capital will be withdrawn from that 
which yielded the greatest, and directed towards 
the other employment giving the least profit; con- 
sequently the acquisition of national wealth must 
be retarded. 

It has been mooted in most, and enacted in some 
of the national assemblies convened by the new 
governments in America^ that prohibitory duties 
should be imposed on the importation of fpreign 
manufitctnres, for the purpose of encouraging in 
their own country the establishments necessary to 
furnish what are required for the national con- 
sumption. To establish manufactures requires a 
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capital, and to create a capital , something more than 
a decree of government is necessary. By a law so 
injudicious either domestic manufactures cannot be 
promoted, and the importation of those of foreign 
production, will continue by contraband ; or other- 
wise the capital, which was previously employed 
with greater advantage than in manufactures, must 
in part be withdrawn from the profitable to be ap- 
plied to what was found, before the monopoly, to be 
an unprofitable business. By such a measure agri- 
culture must be discouraged, and the stimulus to 
augment its productions diminished, because there 
no longer remains the same fecility of exchanging 
them on the most advantageous terms for manufac- 
tures. It is true that, by an effective monopoly 
against their fellow-citizens, a few. manufacturers 
may be enabled to obtain prices for their goods in 
some of these newly emancipated countries suf- 
ficient to attract moderate capitals from agricul^ 
ture. With capitals inadequate to extensive busi* 
ness, and with some inferior workmen allured from 
other countries by the promise of high wages, a 
few common manufactures will consequently be 
fabricated in South America to sell at a high price. 
This is in truth, to establish anew the ancient restric-r 
tions of colonies, and to jwolong the poverty of the 
people by transferring to a few individual manu*- 
facturers the former monopoly of the most fselfi^h 
of the mother countries. 

In the common affairs, of life, it is often nei»Ar)^ 
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that individoals are almost always ruined, when 
they aim at carrying on a great extent of busi- 
ness, far beyond what their capitals are well cal- 
culated to admit of. When their inability to con- 
tinue extensive operations is no longer to be con- 
ceaJed, then it is usually seen that so many sacri- 
fices were submitted to, for the purpose of carrying 
on a business beyond the power of the capital em- 
ployed as to have rendered the whole undertaking 
unprofitable. Indeed it frequently happens, in 
similar' cases, that all the property is wasted, which 
such individuals may at first have possessed. These 
remarks are not applicable to individuals alone ; 
nations pursue the same course, and with the like 
result, when, from a desire of providing at home 
all the supplies required for their own consumption, 
they prohibit the importation of the produce of 
foreign industry. It is certain that if foreign produc- 
tions could not be a6Cbrded cheaper than the do- 
mestic, the former would not be imported; and 
whether such cheapness proceed from the more fa- 
vorable soil, climate, or situation of another coun- 
try^ or from the greater capital or greater progress 
ia industry of its inhabitants, or yet from the more 
limited demand for the produce of its land and la- 
bour, it is unquestionable that every nation acts the 
most beneficially for its own interest by providing 
what it requires at the smallest expense. 

The United States of America acted wisely in 
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delaying* their restrictions upon the importation of 
foreign manufactures, until the national cs^ital had 
greatly increased. But even now, when this capi- 
tal is so much larger than before, it had been far 
more judicious to have abstained altc^ether from 
such restrictions, than to foster domestic manufac- 
tures at the expense of agriculture. By imposing 
heavy duties upon the importation of foreign ma-^ 
nufactures, the agriculturists are either compelled 
to pay higher prices, or to use at the former prices 
goods of an inferior quality. Were the fact other- 
wise, then domestic fabrics required no protection, 
and the high duties had been unnecessary. What- 
ever American statesmen may assert, it is unques- 
tionable, that when agriculturists are prevented 
from obtaining the most favorable exchange, 
which freedom of trade will permit, for the excess 
of the produce of the soil beyond their own wants, 
there must be, to the extent of the disadvantage, 
an impediment to the successful progress of agrir 
culture. 

That capitals accumulate and increase according 
to the rate of profit seems to be indubitably true, 
and by allowing every one to follow without impe* 
diment that employment which he finds the most 
profit9.ble, there can be no more certain mode of 
augmenting the national capital. According as this 
is augmented, the rate of profit will in ordinary cases 
diminish ; and consequently foreign competition. 
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when proceeding from, and sustained by, a low 
rate of profit in other countries, becomes prohibited 
in the common progress of events. 

It appears by Mr. Baring's publication on the 
Orders of Council, mentioned in a former essay, 
that the market rate of interest in the United States 
was at one period from twelve to twenty per cent. 
Supposing that the government had then imposed 
prohibitory duties on the manufactures of Great 
Britain^ where the rate of interest was only five per 
cent ; the consequence must have followed, that in 
order to supply the national consumption with do- 
mestic manufactures, a portion of capital would 
h^ve been withdrawn from the employment which 
afforded the greatest, to be laid out in another that 
naturally yielded a smaller rate of profit. Two re- 
sults at least would have ensued which were im- 
favorable to the industry of the United States; 
the one, a tax had been imposed upon consumers 
of manufactures, in consequence of the increased 
price required to pay the highest rate of profit on 
the capital employed in their production ; the other, 
a withdrawinjg of capital yielding a large profit 
from its former employment, on purpose to he ap- 
plied to supply productions of that kind which 
could be purchased much cheaper from other coun- 
tries, and purchased too by the exchange of that na- 
tional produce, or, what is the same thing, with the 
price of that national produce, which had afforded a 
high rate of profit 
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By the increased duties receotly imposed on the 
importation of foreign manufactures into t^e United 
States, the principle acted upon is of the nature 
above stated, although, from the augmented capital 
of that country, and the consequent diminotion of 
the rate of profit, the effect may not be the same in 
degree. It is made matter of exultation in a re^ 
port of the Treasury department to Congress about 
three years ago, that a fourth part of die growth of 
their cotton wool is now used in the manufactures of 
the United States. That a considerable part would 
have been used in domestic fabrics for home 6on^ 
sumption, without any restrictioas upon foreign 
goods, as a natural consequence of the increasing 
population and industry of the country, is unques- 
tionable. How far the restrictions and probil>itoty 
duties may have accelerated the extension of domes* 
tic manufactures, it is: not easy to determine; but 
it is evident that the ability of the people to ptir-^ 
chase manufactures, and therefore their \i$e s^d 
consumption, cannot have been augmented ^y the 
r<sstrictive system. The great body of ti^p peo{4# 
would, of course, be enabled to use and con^mm^ 
more manufactures when ^d at a low rajbey ib^m 
when the price is enhanced. MAnufai^urecs^ wJhen 
obtained from a foreign country, must he /pflii4 
for, since there is yet no such lov« 'for tba • Atiie-^ 
rican peopl e, > as fo : induce man ufactur^fs tb iprea^isA 
them gratuitously with the fabrics Ihey cofif^mn^ 
The paym^t ean onlybe made leither. with. Aole* 
rican produce, or with what is purchased wkii thfkt 
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produce from other nations. Consequently the in* 
crease of produce exported from America would be 
equal in value to that of all the additional manufac- 
tures carried there from other countries. But as 
the consumption of manufactures proves more ex- 
tensive when supplied at alow, than when at a high 
price, it is, therefore, just to infer, that had not the 
restrictive laws been enacted, the increase of agri- 
cultural produce in the United States would more 
than have compensated for the absence of those ma* 
nufactures, which are forced into existence by the 
(prohibitory duties ; at the same time that the en- 
joyments of the people would have been more ex- 
tended. 

It may perhaps be said, that the United States 
now possess the advantages accruing from impor- 
tant manufactures, as well as from an increasedl 
produce of agriculture to exchange with their own 
manufacturers at home for the productions of their 
industry; Could the government of the United 
States have created a new capital adequate to carry 
on the additional employment which the restrictions 
were calculated to encourage, then the effect might 
he as is now supposed. But it is evident that all 
capital, which is by artificial regulations directed 
to one emjdoyment when the owners of their free 
will would have applied it to another, is not laid 
out in the.manner best calculated to promote ite in-i 
crease, or to. augment' the nati<»ial wealth. 



364 ON THK EMPLOYMENT OT» [e^SSATT 'XII : 

The Anaerican government is wiHing to take credit 
to itg policy, in imposing heavy duties npon'th<e itfii-^' 
portation of foreign manufactares, for the establish- 
ment of almost all those now carried on in the United' 
States. This is a mistaken view of the subject, for 
it IS obvious that, with the augmentation of capital 
and increase of population, or, in other words, of 
the means of production and of sale at home, ma- 
nufactures require no monopolies to bring them 
into existence. The advantages arising from the 
saving of freight, and of insurance from distant 
countries, are considerable. Even in Brazil, al- 
tboug'h thinly peopled and labouring under other 
disadvantages, there has long existed, and is still 
continued, the manufacture of the coarse cotton 
doth used in packing the cotton wool of that coun- 
try, now exceeding in common years a hundred and 
fifty thousand bags. Notwithstanding that the bag- 
ging made in Great Britain, to serve for the p^ckagtes 
6f cotton wool, was favored by a greater bounty 
on its exportation from this country, than the 
amount of duty payable on importation in Bra- 
zil, together with the expenses of conveyance 
there ; yet the Brazilian manufacture success- 
fully maintained its ground against British com- 
petition. The same Brazilian iiEibric is used in 
making bags for cofiee, cocoa, rice, and other de- 
scriptions of native produce. In some provinces the 
domestic manufacture is partially used likewise for 
the clothing of slaves. It is wholly made from cot-* 
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ton ; the British-made baling is of tow or hemp. 
Seeing the extent of the cotton manufacture in Bra- 
zil, and the state in which it is supported notwith- 
standing British competition, it miiy Ite assumed 
that, in the far more populous and more industrious 
country of the United States, manufactures would 
have been established to a considerable extent, 
although there had never existed any restrictions 
upon foreign importation. itin 

Of late years the increase of manufactures in the 
United States has been great, and will probably 
continue to be prograssive, whether the restrictions 
remain, or whether they are removed. This great 
increase of manufactures must chiefly be ascribed 
to the surprisiu^ iocrease of capital and labourers, 
together with the extension of the home market. 
The augmentation of capital was most rapid before 
the restrictive laws were enacted. By the increase 
of a population enabled to obtain food upon easy 
terms; and consequently to apply a large portion of 
their earnings to the acquisition of conveniences, 
the market for manufactures is greatly extended. 
Were there no restrittious u]>ou foreign importa- 
tions, as much of the increased national capital had 
been directed to agriculture, as would have afforded 
a greater profit than can be derived from forced 
I if^anufactures. 



r«:i-At the period of the French revolution, so far was 
the capital of the United States from being ade- 
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quate to the establishment of extensive domesitic ma- 
nufactures, that it proved insufficient to carry on 
the new trade vi^hich the war soon opened to the 
enterprise of American citizens. In Mr. Baring's 
publication before cited, he mentions that the 
very long' credits then granted by British macnafac-^ 
turers were one principal means of supplymgf the 
deficiency of capital in the United States, for carry^ 
ingon their commerce with the colonies of our ene-^ 
mies. The produce of the French, of the Dutch 
and of the Spanish colonial possessions, was pur- 
chased widi British manufactures conveyed there 
by the Americans, and the manufactnreri^ in this 
country were. finally reimbursed by the proceeds of 
remittances made from the continent of Europe; 
whither that produce was carri^ under the flag of 
the United States. Now, the capital of that conii- 
try. is so greatly augmented, that some few of its 
manufactures enter into competition with our own 
in foreign markets, and seem gradually to-stistain it 
with a greater prospect of success. 

Notwithstanding that the manufacturers in this 
country can supply almost all fabrics at lower prices 
than equal goods can be provided for by othier* na- 
tions, yet the British government is most rigorous 
and persevering in the restrictive system. A few 
years ago some prohibitions upon the import of 
foreign manufactures were removed ; l^t duties on 
far the greater number were continued at so high 
rates^ that the removal of former restrictions has 
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taken place more in name than in fact. One eon- 
sequence of a beneficial nature has indeed resulted : 
many kinds o£ foreign silk manufacture^ wlmh 
wore previously imported by contraband^ now pass 
through the Custom*house^ and yield some revenue 
to the state. The total value of foreign manufac- 
tures imported for consumption is of small amount, 
and has probably but little increased, for, in its 
estimate at the Custom-house, we must take into 
consideration the contraband trade, which is now 
curtailed. It would be highly desirable for the in- 
terests of this country, that the duties on foreign 
manufactures were further diminished annually to a 
moderate extent, until the importation from abroad 
was rendered free ; retaining however the same du- 
ties of excise as are levied on similar manufactures 
of home production. 

So far from the admission of foreign manufac- 
tured silks for British consumption having proved 
injurious to the silk trade in this country, it is no- 
torious that the opposite effect * has ensued. Bri- 
tish manufacturers were stimulated to greater exer- 
tion, and a more active competition with foreigners 
than before existed, has proved beneficial not only 
to the consumers^ but to the manufacturers them- 
selves. In like manner a more free importation of 
foreign printed calicoes caused no small increase of 



* Of this a decided proof is afforded by the increased quantity 
of the raw material manufactured. 
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exertion among the British calico printers : several 
of them sent agents to France and to Switzerland.) 
for the purpose of obtaining the best patterns, and 
the execution of such work, as performed in this ; 
country since the allowance of some foreign-compe<* 
titioD, has been highly improved. 

With freedom to import whatever we require from 
abroad without any duties most absurdly called pro* 
tectioD, and with liberty to bring supplies for home 
consumption from whence they can be obtained on 
the most advantageous terms, the exportation of Bri- : 
tish manufactnres would exceed all common expects- ; 
tion : the home consumption of our own manufiuv 
tures also would assuredly increase in an extraordi* 
nary degree. Whatever landowners imagine to the 
contrary, it may confidently be stated that so great 
an increase of manufactures, as is here contemplated, 
would necessarily support the value of land. Many 
advantages unite in this country to confer on British 
manufacturers the ability of supplying other nations 
at low prices, and yet with profit. Of these advan- 
tages several have already been noticed. But how- 
ever great and extensive the advantages may be 
which here exist ; nothing can ever compensate for 
the prohibition to receive from purchasers an ade- 
quate value in exchange. Restrictions which de- 
press the value of such* produce as foreigners can 
only give, operate as restrictions upon the sale of 
our own manufactures. Of these particulars, more 
will be said in the next essay. 
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J Whfen encouragement sufficient to support parti- 
cular kinds of manufacture has not been found in 
granting a monopoly of the home market ; they have 
sdmetimed been further favored by a bounty upon 
exportation. Restrictions upon importation compel 
the consumers at home to purchase manufactures of 
domestic fabric alone, by preventing foreign compe- 
tition; yet when restrictions enhance the price of 
provisions and of other necessaries, th.e consumption 
of manufactures is much limited. Bounties upon 
exportation enable exporters to sell goods at a low 
price, and consequently invite consumers abroad to 
prefer the favored manufacture. Bounties granted 
by the state are of course paid out of the fund raised 
by the general taxation of the people, and prove an 
extension of the burdens caused by a system of re- 
strictions. Bounties are going out of fashion faster 
than what are named protecting duties. The bounty 
on the exportation of British and Irish linen has 
been in the course of reduction for ' the last five 
years at the rate of ten per cent annually, and one 
half of the bounty is now abolished. No further 
reduction will take place for three years, but after 
that period the bounty ceases altogether. 

• The manufacturers of linen on the eastern coast 
of Scotland have made great exertions to enable 
them to continue their trade since the reduction of 
the bounty commenced; and they will probably 
succeed, notwithstanding that its amount was equal 
to one-fourth, or twenty-five per cent of the value 

B B 
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of some principal kinds of their manu&cture. Upon 
brown Osnaburgs and the ravendueks fabricated in 
imitation of those of Russia, the boBBty was three-- 
halfpence per yard, when the value of these good» 
wa^ only sixpence per yard. One of the means 
latdy adopted by linen manofacturers, who expori 
their goods, is to keep at Liverpool ready-padke^ 
bales of their various fabrics suitable for sieveral 
foreign markets; and upon receiving intelligence 
from any one of these that prices have advanced, 
supplies of the ready-prepared goods are ordered 
for shipment out of stocks lying at Liverpool. 
The importance to the exporters of sliding goods to 
a distant market, immediately upon heaiiiig^ that 
they are in demand, is greater than modt people 
could on first thought suppose. In tkis^ rei^pect the 
manufacturers of Great Britain^ who supply the 
markets of America, are so favorably sitc^ted as to 
secure for them no small advantage over the ex^ 
porters from the continent of Europe. 

That it is highly desirable tp secure a market 
for the prod^ice resulting from the advimtageoBS 
employment of capital and labour, seems unqoed- 
tionable. But employments, that necessarily re- 
quire bounties or restrictions to secure their con- 
tinuance^ cannot be advantageous ; and eveo' veere 
this doubtful, which is not here admitted, it cannot 
be just that, at the expense of all cla^s in the 
society, a market should be secured for the benefit 
of that one class which is engaged in providing 
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goods 80 especially favored. In consequence of the 
reduction in the price of linen goods since the 
termination of the last war, the bounty had become 
excessive on the common qualities, as compared 
with their value. In foreign countries the use of 
the lowest qualities of German linens was almost 
superseded, and thus far did the bounty effect what 
was probably one of its objects. But as a burden 
on Great Britain, the amount paid for bounty was 
great, and at the same time that expense was not 
alone deserving of consideration. The very low 
price at which the most ordinary qualities of British 
linens could be afforded abroad, in consequence of 
the high rate of bounty on their exportation from 
this country, had caused them almost to supersede 
also Ihe coarse qualities of British calicoes upon 
which BO bounty on exportation was required* 
Thus, in addition to the tax for the payment of 
a boimty on. linen, one class of British manufacturers 
was directly subjected to an injury in order to con- 
fer a boon upon another. 

It was intended to include the bounty on British*! 
made sailcloth in the first act of Parliament with- 
drawing that on the exportation of linens, but the 
words of the enactment were not sufficiently com- 
prehensive. Iw the first year of the reduction of 
die bounty on Kiiens,^ a tenth part of that on sail-^ 
doth was kept back by the ; Conimi^ioners of the 
Cuistoms; but after, reference made to the law 
officers* of the Crown, the part withheld was paid 
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to the exporters. In the subsequent act of Parlia- 
ment regulating anew the mode of abolition of the 
bounty on linens, one-half of that on sailcloth ex- 
ported was abolished in the month of January after 
passing the act, and the whole bounty on sailcloth, 
as well as on linens, is to cease in three years after- 
wards. 

Before concluding this essay, it may be proper 
to advert to the new law for the admission of thrown 
silk into this country. The duties are considerably 
reduced; that on organzine formerly five shillings 
per pound, being now only three shillings and sis:- 
pence. Other kinds, known by the terms of tram 
and singles, are subject to lower rates of duty in 
proportion. The unusual part of this law consists 
in allowing a certificate of the duty paid on impor- 
tation of thrown silk to entitle the importer, or his 
nominee, to receive back an equal sum as a bounty 
on British silk manufactures of the same weight 
when exported. And this whether the exported 
goods be the produce of silk brought to this country 
in a thrown state, or of raw silk imported and 
thrown in Great Britain. 

Let it be supposed that, before this law, several 
parties were in the practice of shipping British 
manufactured silks to a foreign market ; if these 
exportations afforded a result not prejudicial, th^re 
will now be found other exporters either in the 
holders of certificates of duties paid on foreign 
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thrownsilky or in their nominees. It cannot be sup- 
posed that the possessors of certificates will hesitate 
to recover back such duties as the law concedes, pro- 
vided that these possessors sufifer no prejudice from 
becoming exporters to an extent equal to the reco- 
very back of duty paid on foreign thrown silk. 
If they themselves do not become exporters of silk 
manufactures, they will sell their certificates to those 
persons who are. 

The result will probably turn out nearly as fol- 
lows : — ^The government will derive rio revenue 
from the duty, because its whole amount will be 
repaid to exporters of British manufactured silks. 
The importers of foreign thrown silk will in fact pay 
a duty that is almost nominal, for what is first taken 
from them will be returned either as bounty on 
goods which they themselves send abroad, or as the 
price of their certificates which can be sold to ex- 
porters. The duty will in consequence afford little 
or no protection (as it is called) to the silk throwv 
sters. It had been far more productive to govern- 
ment, somewhat better for the British throwsters, 
and probably equally convenient to the importers of 
thrown silk, that the duty of ten-pence, or of a 
shilling per pound, were payable on organzine, 
and a proportionate rate on other kinds, without 
the allowance of any bounty on silk manufactures 
exported . 
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ESSAY XIII. 



ON THE EMPLOYMENT OF CAPITAL IN COMMERCE. 



It is obvious that by allowing individuals resident 
in the same country the utmost degree of freedom 
in exchanging their respective productions for eacb 
other^ ii^dustry is promoted and encouraged. In 
this state of freedom every facility is afforded for 
the greatest subdivision of labour, and the produce, 
which is most advantageously provided in different 
districts, becomes available for the common benefit. 
Before the revolution in France, trading inter- 
course, and more especially that in corn between 
the different provinces, v^as subjected to many re- 
straints which have since been removed. In conse- 
quence of the more ready interchange of the various 
national productions for each other, the whole kingr 
dom acquired additional prosperity, and the enjoy- 
mcfnts of the people increased. Formerly, on« 
province might be in want of provisions, whibt 
another possessed a superfluity ; but restrictions im- 
peded the transfer of a part of the abundance in 
one district to alleviate the scarcity in another, 
and the people suffered from the ignorance of their 
rulers. 
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Since the removal of the restraints which for- 
merly existed upon the trade between Great Britain 
and Ireland, it has been greatly extended to the 
benefit and advantage of both cdunti'ies. Regula. 
tions mutually disadvantageous were strongly con- 
tended for in tbeir separate parliaments^ and na- 
tional jealousy, little short of open animosity, was 
excited, because legislators werle ignorant that free- 
dom of trade was best calculated to promote the in- 
dustry and extend the comforts of the people. 
Statesmen may here look back upon the erroi's of 
their predecessors, and receive a lesson full of in- 
iltruction. 

Not only is every government called upon to 
aflSdrd the utmost facility to trade, but also to re- 
move natural obstructions to the intercourse between 
different parts of the country. Good roads, navi- 
gable rivers and canals, greatly contribute to ad- 
vance national prosperity. The most bulky commo- 
dities are often those of which the cheap conveyance 
proves of the greatest importance. This is evident 
in the carriage of coal. Mr. Jacob states, that from 
the want of good roads in Spain, the inhabitants of 
the pMvince of Andalusia do not receive their sup- 
plil3S of wheat from the fertile provinces of Castile, 
eten when it is^ selling there for one shilling and 
sixpence the bushel, but find it cheaper to import 
what they want from the United States of Americfei, 
aHhodgh the first cost be three times as much. 
IPew examples can more clearly elucidate the adt. 
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vantage of easy means of carriage from one part of 
the country to another. 

Foreign trade is the exchange of the produce of one 
country for that of another. It is in fact the exchange 
of what one nation in its actual circumstances is 
willing to dispose of, rather than remain without 
something else obtainable from abroad that is held 
in greater estimation. By facilitating all such ex- 
changes, and augmenting in consequence the enjoy- 
ments of the people, their industry is mutually 
encouraged as much as circumstances permit. Al- 
though these principles, as here stated in simple 
terms, appear incontrovertible, yet there is scarcely 
any commercial nation unprovided with a variety 
of regulations for the ostensible object of securing 
to itself as much of the benefit resulting from foreign 
trade, as is supposed to be practicable. The most 
free from these absurdities are some of the Hanse- 
atic towns^ and their prosperity has corresponded 
to their liberality. Of the motives upon which 
restrictive regulations are founded, and of some of 
the results, it is now meant to treat. 

Many people imagine that the chief benefit re- 
sulting from foreign commerce is produced by the 
balance of trade being, what they call, favorable to 
the country : or, as these people more definitely ex- 
plain their meaning, from the value of the goods 
sent away being greater than that of those im- 
ported. It is evident that individuals, who parted 
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with a greater value than what th^y received in 
retorn, would in the continuance of their business^ 
be totally ruined, but it is often contended that 
the balance of national trade must ultimately be 
liquidated by payments in gold and silver. Whe- 
ther the excess of the exports of Great Britain, above 
the value of the importations, has ever occasioned 
any extraordinary quantity of the precious metals to 
abound in the country, most people of common in- 
formation can determine for themselves. 

A raperabundance of gold and silver in the king- 
dom would be regarded by some persons as a proof of 
the increase of the national wealth. An individual 
possessed of a large quantity of these metals may be 
considered opulent, but if he does not exchange them 
i for other objects which can add to his property, it 
will continually diminish by all the amount of ex- 
penses that he incurs. So it is with the whole in- 
dividuals constituting the nation. Every superfluity 
of wealth, not employed usefully for the reproduc- 
tion of another value, is placed in a state of total 
consumption, and the national wealth accordingly 
diminishes. Were an increase of metallic currency 
required^ and could it afford additional facility to 
the circulation of goods^ then production might be 
encouraged and a greater supply of gold and silver 
would be desirable. Every excess, beyond what 
can encourage production, proves useless, and occa- 
sions wasteful expense. If an additional quantity 
of gold and silver becomes necessary in consequence 
of some unusual limitation in the amount of paper 
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currency, prices of other commddities will decUna 
considerably; a greater value of merchandise is 
exported, a diminished importation results, and the 
precious metals required will accordingly be paid for. 
This, however, constitutes no good reason for maia^ 
taining a stock of gold and silver ; but the contrary, 
by shewing that they are always Obtainable, when 
there exists the will and ability to purchase theoai. / 

It would be alnaost a waste of time to continue 
this line of argument, were it not that, even in the 
present day, the most erroneous opinions are prcv* 
fessed by legislators influencing the policy of 
nations, who yet adhere to ancient doctrines that 
appear generally to be exploded. 

Supposing that any nation,— that France, for 
example, — were desirous of acquiring much gold 
and silver, and with this view required all her 
productions when sold to other countries to be pa^ 
for in the precious metals. So far from the wealtl^ 
the industry, or the enjoyments of other nations 
being diminished, or those of the French people 
being augmented by so absurd a regulaticm^ the 
opposite result would ensue. 

Foreign nations could not be made poorer by 
die smaller quantity of gold and silver which they 
retained, after having given away all they could 
spare in exchange for French commodities ; because 
upon agr^it part of the former medium of ciixrulk- 
tion being withdrawn, the remainder would rise in 
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value, and might circulate all commodities eqimliy 
well as before : therefore industry would not suffer 
after all payments were arranged according to the 
new standard of value, nor would the general en- 
joyments of the community be curtailed. All goods 
would appear to be much cheaper, but it must be 
in appearance only, because the value of goods, 
when neither estimated in the precious metals^ nor 
exchanged through that medium, could not gene- 
rally be diminished : almost every separate produc- 
tion of industry, when compared with others, except- 
ing gold and silver, must have the same relation of 
value as prior to these metals being abstracted from 
circulation. And were paper currency substituted 
in quantity su£Bcient to supply the place of the 
coin withdrawn, the nominal prices of goods might 
be maintaixied at the rates previously current* 

It would truly be an advantage to other coun- 
tries, were any one nation both willing and enabled 
to purchase and retain a large portion of the pre- 
cious metals in circulation, so as to enhance their 
value ; because the nation purchasing them must 
necessarily give some different commodities in ex- 
change. Other countries would accordingly re- 
ceive an increase of goods, which either constituted 
some addition to the necessaries, conveniences, and 
luxuries to be consumed, or which aided and en- 
couraged their production ; and such countries could 
not suffer further inconvenience, than what resulted 
from depriving a few rich people of the means of 
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augmenting their plate or trinkets. In order to 
acquire gold and silver for the continuance of such 
a trade with France as is above supposed, those 
countries which possessed no extraordinary quantity 
of the precious metals must buy what they wanted. 
The purchase could be paid for in no other way 
than by the produce, or, what is the same thing, 
by the price of the produce of the land and labour 
of the country that bought the precious metals. 
Were these not obtainable by other countries in this 
manner, then their trade with France, upon the sup- 
posed terms, must necessarily cease. 

Supposing further, that the quantity of gold and 
silver by forced or over-encouraged importations 
could possibly be increased in France far beyond its 
present amount, the whole quantity circulating 
there must then fall in value, as compared with 
other commodities, and the sum of necessaries and 
conveniences enjoyed by the people would not be 
augmented. Were the productions of French in- 
dustry sent to other countries to obtain in exchange 
metals, which in superfluity could not add to capital, 
nor constitute a real remuneration to the industrious 
classes, the sum of necessaries and conveniences in 
France must be diminished. Every reduction in 
the value of gold and silver prevents any given 
portion of them from purchasing the ^me quantity 
as before of what augments production, or proves 
in reality a remuneration to workmen for their 
labour. Although the quantity of these metals 
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g^ven as wages were increased, yet if their valn^ 
was at the same time reduced so much, that 
labourers actually received a smaller portion of 
necessaries and conveniences, or, what is the same 
thing*, the price of a smaller portion, their con- 
dition of life would be deteriorated. 

Every advantage, therefore, which may be sup- 
posed to arise from foreign commerce contributing^- 
to augment the quantity of the precious metals in 
the country, is altogether without foundation. No 
country can retain an excess of them in circula-: 
tion, greater than would occasion a diminution in 
their value, equal to the (expense and risk of con- 
veying them to other countries, united to a moderate 
rate of profit. The augmented value obtainable 
from other nations, which were in comparative 
want of the precious metals, beyond what they' 
would exchange for where they existed in supers 
fluity, must always prove an indiicenient to carry 
on a contraband trade in them too powerful to be 
controlled. Of this Spain furnishes an example. 

'Although some persons will readily admit that 
(heretentionof a quantity of gold and silver in the 
country, greater than necessary for the purposes of 
circulation, is unproductive of advantage, yet even 
the same parties cannot altogether divest theni'- 
selves of the notion they have been accustomed to 
entertain of the benefits resulting from the balance 
of trade. It may therefore be useful to investigate 
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the subject generally, and perhaps it will he most 
convenient to begin with the causes of the balances 
of trade as they are exhibited in the annual reports 
of the Customs to the British Parliament. 

The official valuations of goods imported and 
exported are very different from the market va- 
lue, and probably serve no other purpose than to 
shew a ratio of increase or diminntion in qnioa- 
titles, which might be stated otherwise Hiore 
satisfactorily. Most of the official valuations were 
assigned to goods ' long ago^ when their naoney 
prices differed extremely from those of the present 
times. Some goods, which were formeriy provided 
in small quantities and sold for high prices,, have 
now become abundant^ and their value is ac- 
cordingly diminii^ed: the prices of other * goods 
have advanced, but in neither of these* cases 
perhaps have the rated valuations of tbe Customs 
been changed. Estimates are sometimes made bgr 
the officers of what they consider to be th^ merkel 
value of goods imported and exported witbocrt re>- 
ference to the official valuations, but as the officers 
are kept in ignorance of the qualities of the diflSei^ent 
goods, or at least of the greater portion, these: esti- 
mates can rarely approximate to exactness *. 

However this may be, it is certain that so lonig 

* It is said that some kinds of goodB ard valued at far Ibwer 
prices when imported^ than upon ^iieir re-exportati^M. 
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a» Great Britain defrays the greater part of the ex- 
penses of the distant dependencies of the empire, 
and of the military and naval forces which are there 
maintained, and so long as persons resident abroad> 
whether foreigners or native subjects, derive consi- 
derable revenues from this country, either from 
property invested in the public funds, or from other 
sources, the market value of the goods exported 
will exceed that of the importations into this coun«> 
tryi. Great Britain possesses no mines of gold or 
silver, and consequently when the government or 
individuals expend property in other countries, or 
transfer it there for different purposes^ the only 
mode of ultimately placing the requisite value 
abroad, is by the exportation of merchandize. It 
is true that the government or individuals may ex- 
port specie, but merchandize is first exported to buy 
that specie ; or should there be a want of it^ owing 
to the abstraction from the currency of what is sent 
away, then merchandize will be exported to pur- 
chase a new supply. In like manner bills may be 
remitted, but merchandize is first exported to place 
funds for their payment : or, if it be not exported 
first for that purpose, it will be sent afterwards to 
liquidate the debt thus constituted. To pay for 
much of the corn imported last year it is said that 
many bonds of foreign governments were sent for 
sale on the continent of Europe ; but these bonds 
were 'first paid for by exported goods or by specie 
purchased with the proceeds of goods exported. 
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Much of the increased national expenditure in- 
curred in time of war may perhaps be disbursed in 
foreign countries. For the part expended abroad 
British merchandize will be exported, either to the 
countries where the expenses are incurred, or to 
some others where a value can be purchased to be 
made available for the payment of these expenses. 
A merchant exports from Great Britain to Mary- 
land or Virginia, for example, goods worth twenty 
thousand pounds ; from Maryland or Virginia large 
quantities of tobacco are sent to Bremen and to 
Amsterdam : the proceeds of its sale will probably 
be desired by the owners to be. remitted in bills to 
London^ particularly in the event of large British 
expenditure abroad having rendered the exchange 
favorable for the operation. The bills purchased in 
Bremen or Amsterdam liquidate the debt due to the 
exporter of the merchandize from this country to 
the American States; the bills may be drawn by a 
merchant for his own transactions -of business, or 
they may constitute part of a subsidy payable by 
the British government to a continental ally^ or 
they may yet form part of a loan subscribed for by 
British merchants to a foreign state. 

For a few years after the commencement of the 
war consequent upon the French revolution, the 
balance of trade did not increase so much as might 
have been expected from the large amount of British 
expenditure abroad. It must however be had in 
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remembrance^ that owing to the want of security 
for property on the continent of Europe, no small 
amount was remitted to this country ; and the bills 
in which many of these remittances were made, 
although they might not be drawn directly by agents 
of the British government, were often drawn, in 
anticipation of its supposed wants, by merchants 
who calculated that the rate of exchange to be nego- 
tiated afterwards by those agents would afford an 
adequate profit. Th4 bills drawn by individuals in 
anticipation served as the means of providing funds 
for the expenditure of Great Britain, when British 
agents required the money in foreign countries. 
Por examfde, a merchant at Frankfort gave to an 
intended emigrant a bill on London in exchange for 
asam of money ; afterwards when a British agent 
draws on account of a subsidy to the King of Prus- 
sia, some of the bills are negotiated through the 
city of Frankfort. Those merchants, who in anti- 
cipation of this event had drawn bills on London, 
now purchase some drafts of the British agent, and 
remit them to London to replace the funds against 
which their own bills were previously passed. All 
that they care for is, that the abundance of bills on 
Great Britain enables them to purchase some at a 
rate of exchange sufficiently favorable to secure a 
profit. Subsidies being commonly payable by in- 
stalments, and war expenditure being generally pro- 
gressive, afford many opportunities for entering 
into speculations on the rates of exchange. With 
the progress of the war, and the increase of British 

c c 
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expenditure abroad,, the balance of trade angfmented 
rapidly in favor of this : country^ and this was by 
many considered an efficient cause of the increase of 
ipational opulence; but the only memorial^ which 
now, regains of all the imaginary prosperity pro^ 
C^eding from this source, is found in the augmenta- 
ti<m pf the national debt*. 

After the return of peace and consequent termina- 
tion of war expenditure on the continent of Europe^ 
th^ balance of trade continued favorable, . as it is 
(callc^t for this country, and .ev^n exceeded greatly 
,what it had amounted to during ihewp^r. When 
the price of the public funds in Great Britain had 
iniiph Q,dvgQced^ and the rates of .eichang^e.with 
other, nationi^had become advantageous for making 
remittance^ to the Contin^ii owing.to the increased 
yaluq of tb^ currency here ;. foreigners werepower- 
fpUy incited to sell the British fundi. which they 
possessed.. As there, appeared. Jto. be .greater seco-^ 
rity for property on the continent > .of Europe than 
had long before existed, and as retuming^ commerce 
promised increasing advantages for capital. so em- 
ployed ; mercantile , . houses . abroad . withdrew the 
greater part of the balances owing to them by their 
correspondents in Great Britain. For. the payment 
of all the sunps now enumerated made. to foreign 
nations, the excess of the value of goods exported 
must necessarily be great beyond that of the mec* 
cbandize imported into this country, > 
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It may further be obseryed that, at the earliest 
period after th^ peace which prudence in regard to 
the exchanges would permit, the Bank of England 
begantoreplenish its coffers with i^pecie, and seve- 
ral millions in value were imported for that purpose. 
These also could only be paid for by a greater value 
of mer(^handize having been exported beyond that 
of th^ importations. 

Added to all these causes of the balance of trade,* 
to! use the common expression ; there wiBre soon 
sfteih^rds contracted some of the loans 4o foreign 
governments, which subsequently iiicreased to an 
eiA>rD90us:extent. Austria, Denmark, France, Na* 
pl^ Portugal, Prussia^ Russia, and Spain, became 
in tbeif turn borrowers in Great Britain. The loans 
for the French government were contracted indeed 
at Paris, but British capitalists, from this country 
furnished the first supplies. Afterwards loans were 
contracted for Greece, and for all the newly -esta- 
blished governments in America. Some millions 
more in value were remitted for the purpose of car- 
rying on mining operations in distant countries. It 
IS true, that a great part of the loans contracted for 
ibe governments on the continent of Europe has 
gradually been resold to residents abroad, and in 
BEiost iUstances the prices were returned to the first 
British lenders with profit. The chief part of these 
iretuftis were made about the time when the loans 
for ihe new Amlerican governments became payable, 
sind wb^nn^'the greateikt expenses were incurred by 
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the foreign mining companies. It is unnecessary 
to repeat bow these operations of finance and ex- 
penditure must influence the exportations of mer- 
chandize, so as to occasion the value of the goods 
sent abroad greatly to exceed that of others imported. 

However advantageous the balance of trade, pro- 
ceeding from an excess in value of exported over 
that of imported goods, may be regarded by some 
•persons, it may nevertheless arise from positive 
losses of great amount having been sustained by 
individuals in Great Britain, and consequently from 
a diminution of the national capital. Upon the 
opening of the ports in America to British trade, 
which followed the emancipation of the former 
colonies of Spain, many goods were sent there alto- 
gether unsuitable to the market ; and of others^ 
which were suitable, the supplies proved in mumerous 
instances far beyond the wants of the people and 
their ability of purchasing. When the Portuguese 
court arrived in Brazil, a similar excess of supplies, 
and no small portion of unmarketable goods, were 
exported from this country. After the opening of 
the ports of the continent of Europe consequent 
upon the victories obtained by the allied powers of 
the North over the French, an immense quantity of 
goods was exported from this country, and for a 
great part of them the owners never received back 
half the cost. Such was the disastrous result of 
mainy shipments made at that time to Holland and 
the neighbouring countries, that the exporters did 
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not receive a return of a fourth of the value first 
invested. Yet the excess of value of all the goods 
exported, beyond that of the returns received in 
exchange for these ruinous adventures, was held to 
constitute a balance of trade favorable to the export- 
ing country. 

Great expenditure abroad, much loss incurred on 
goods exported, and the failure of foreign pur- 
chasers in making their payments — all occasion 
what is termed a favorable balance of trade ; but 
this balance, constituted as it is, cannot confer the 
ability which opulent nations possess to support 
losses and extravagant expenditure. Such a ba- 
lance of ti-ade only shews the mode in which the 
expenditure is paid for, and how the losses are 
made apparent. The ability in question proceeds 
from the same causes as occasion national opulence. 

It is evident that every nation must pay for what 
it purchases in other countries, because under or- 
dinary circumstances trade cannot otherwise be 
continued. Payment will commonly be made 
in what is most convenient for the one to givcj 
and for the other to receive; for thus the payer 
will part with the objects which are held to be of 
the least value, and the receiver acquires what are 
most esteemed, or valued at the highest price. 
Gold, silver, or any merchandize, may be the me- 
dium of payment^ and if the nation making the 
payment possesses neither mines of its own, nor any 
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of that particular kind of merchandize whieh'the re* 
ceiving country desires, then the medium for paysient 
may be purchased of some third country, iad will 
likewifii^ be paid for in a similar manner. X)pciient 
nations can never be much in want of those commo- 
dities, which others will readily receive in exchange 
for gold and silver, whenever they possess a surplus 
quantity to dispose of .beyond tiieir own .wants. 
And every nation will have a disposable 'surplus 
quantity, whenever its neighbouirs are ' jn wanty 
because the price of. all other commodities will then 
be lower among neighbouring naticms, where gold 
and silver are relatively scarce, l;han where these 
metals are relatively abundant ; goods will accord- 
ingly be sent from whence they are cheapest^ to the 
market where the best price is obtainable, aad few 
or none will be exported from the country where 
the gold and silver in circulation are in the greatest 
abundance as compared with the facilities of ex- 
porting them, for there the price of goods will be 
comparatively the highest. 



.••*-. 



To make the preceding statt^nent more oleary it 
may be proper to relate it in other words. Tfe^ 
functions of mpniey contract or expand according to 
its value. An incr^s^ value of gold or »lVef; 
proceeding from their relative sc^^city, is the same 
thing as a diminished price. of goods estitnatcfditt 
coin, and will produce two consequences in the 
country where it takes place. One is ap exporta^ 
tion of goods which are then at a. low price, an4 
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-wUlf from this cAusey offer good profits when settt to 
markets where the yalue of the precious metals has 
not advanced. The other consequence is, an im« 
portation of the precious tnetals, because, when^ 
estimated in goods, they will purchase [a greater 
▼alue thdn any other species of importations. In 
the country whete gold ot silver are relatively 
abundant, the. opposite result will ensue ; but the 
d^ree, in which this should be estitiated^ will de-' 
pend .upon the laws prohibitory of the exportation 
of gold and silver, and the effect produced by their 
operdttion. 

, The two consequences here narrated may indeed 
he: considered as one and the same, for no purchase 
can be made without selling, hor i^lef without biiy- 
i!ng. The seller of goods is altiiost always a buyer 
of the precious metals, isuid the buyer of goods is, 
pn the other band, a seller of the same metals. 
In commerce WitiiY>ther nations tio market can ever 
be found for l3ie 'sutplus productions which are 
beyond our own v(^nt», unless we aire willing to 
receive from foreigners what they can afford to give 
ij» ' exchange ; namely, the produce of their own 
industry. 

Considering an excess in the value of goods ex- 
()orted from this country beyond that of the impor- 
tations as constituting the balance of its trade, let 
there be deducted from the excess the amount of 
toatioiial disbursetaenis in Jbreigpii countries, includ- 
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ing Id these, as well as the expenditure abroad on 
account of government, as of individuals deriving 
a revenue from hence, the remainder would form 
the balance of payments to be made to Great Britain, 
provided that no loans or other causes of trans- 
mitting property to foreign countries should super- 
vene. For the balance of payments, deducting loan» 
to foreign governments and the like, specie might 
be obtained from abroad to a limited amount. But 
although it could be obtained in exchange for oar 
goods to an extent a hundred-fold greater than at 
present, it would not constitute any increase of the 
national wealth, until the quantity beyond our own 
wants was again sent away to foreign nations, and 
such of their productions as can augment the 
capital or the enjoyments of the people, were re- 
ceived in exchange. National wealth consists of 
necessaries, conveniences, and luxuries;^ or the as- 
sured means of providing them; the sum of theses 
and not their money price, is what regulates the 
extent of the enjoyments of the people. The money 
price of all is enhanced by an excess of circulating 
medium ; consequently, by receiving from foreign 
nations what is to be regarded alone as augmenting 
the metallic currency, and not as an increase to the 
sum of enjoyments, the industrious classes em- 
ployed in preparing goods for foreign markets would, 
in a national point of view, receive no real reward 
for their labour. 

It is quite impossible, therefore, that Great 
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Britain can continue for a series of years to sell 
goods to foreign nations to an amount much ex- 
ceeding the national expenditure abroad, unless 
foreign produce and manufactures are permitted to 
be imported here. There is no other way of ex- 
tending the sale of British productions in foreign 
markets than by receiving freely in this country 
for our own consumption, what other nations can 
advantageously supply. Every restriction imposed 
upon importation into this country is, in effect, 
a prohibition pro tanto of the export of our own 
manufactures. Every impediment to sell either at 
home or abroad what can be produced here rela- 
tively at n moderate expense, and to exchange it 
for other productions, which can be furnished by 
foreign nations on more favorable terms than sup- 
plied at home, must necessarily limit the extent of 
the enjoyments of the British people, and prove 
accordingly an impediment to the acquisition of 
national wealth. 

These propositions appear to be self-evident, yet 
there seems to prevail generally some vague notion, 
that our goods can continue to be exported with na- 
tional advants^e, at the same time that duties upon 
foreign goods may be maintained at so high rates as 
to prove nearly prohibitory of their consumption in 
this country. Exportations of British productions 
may indeed be continued, at the same time that 
foreign goods are not allowed for consumption in 
this country, if the British people were willing and 
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abie to go on with the system, of affording to fo- 
reigners the means of paying in this country for our 
own mannfaetures, whether by the lavish expendi- 
ture of our government abroad^.or by lending to 
foreign governments without ever receiving -pay- 
ment. So long as exportations are made without 
adequate returns being obtainable, loss both na- 
tional and individual must accrue,' and exportsmpon 
such terms tnust annually diminish^ until the value 
of imports and exports no further differ tiiau the 
amount of governmeilt expenses . /iQcurred in our. 
foreign dependencies, and of the dividends and Tents 
pa(fable >to residents abroad as w6re ^before men- 
tioned. 



• f • 



Some ' restnctiofis iipon particular brancb^ :df 
foreign trade are dceiisionally advocated ;upcA erro* 
neous principles; or, iMxiay rather be isaid, in igno- 
rance of fitcts. Accordingly it is madekme of the 
arguments for continuing prohibitory duties upon 
foreign com, and unreasonable imposts upon timber 
of the North of Europe, that were tl]^ importations 
free, the export of British mamKfacturj^^ would. 90t 
increase; because, it is aveired^. the.countri^;fi:^om 
whence supplies would be bro«ight^.ftre.prejl»aely 
those which take f(^w or none of our xbtanufacturi^ 
in return . The adrocates lUpon this jground do not 
£ftean that the additional impiortatkns .which might 
^6ue of f<Nneign cbm^ or £omgfa timber, are to be 
presented to us gratuitously, Init t^at ispecie would 
be requilr^ fn^eacdkange. It is a tiUffident answer 
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to this argument, that it must be quite as Heeessary 
to find .a ^iparket for all the superfluity of specie 
which we import beyond our own wants, as it is for 
the excess of any kind of merchandize. That spe- 
cie is frequeiitly sent away from this country to 
other markets, ofiering* greater advantage, is well 
known ; and could it not be so disposed of, its im- 
portation into this country must be discontinued. 
Some people are, however, bewildered with the 
notion that an abundance of specie is tCsseBtial to 
the abundance of national wealth, and that the eac- 
portation of gold and silver impoverishes the realm. 
From what has befoi^ been stated upon this pointy 
the contrary is proved, and it must almost be n 
hopeless task to lendeavour to convince tninds so 
qontracted as to resist the proof : yet, as the advo- 
oates of restrictions in the British parUwient^v^l 
themselves sojnetimes .of similar argunsents, whSi^' 
^olitjtle credit to their nnderstaadijogs, H may b6 
well to shew, even upon their own principle, that* 
ware the importations <^ corn and ttmber freely 
peimitted from the places where they oan most ad- 
vantageously be produced, the cost wo^ld be paid 
for in British manufactures, and not in gold and 
silver. 

The value of Biitish manufactures exported to 
Brazil far exceeds the value of the goods which we 
consent to receive for our own consumption from 
that country in return ; and unless the Brazilians 
found some other market for their productions, they 
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could not continue to pay for British fabrics. Our 
consumption of the cotton, hides^ drugs, and dye 
rtuifs furnished by our good customers there, when 
added to the specie which they send us, would not 
certainly pay for one-third*, probably not for a fifth 
part of the British manufactures exported for their 
consumption. The most valuable productions of 
that country in sugar, coffee, and cocoa, are alto- 
gether excluded by prohibitory rates of duty from 
the consumption of Great Britain. Some other 
part of the produce of Brazil is not used here, as 
rum, tobacco, and the like, which are not prepared 
with sufficient skill for the British market. In 
order, therefore, to enable the Brazilians to pay for 
the British goods which they desire to purchase, it is 
absolutely necessary that the sugar, coffee, and cocoa, 
which we refuse to receive for our consumption , should 
find buyers in other countries. The greater part of 
these productions are sent to Hamburgh and Trieste; 
from thence they are distributed through the neigh- 
bouring territories. No inconsiderable part of the 
Brazilian cotton is consumed in France and' other 
parts of the continent of Europe. Much of the 
coffee finds a market at Antwerp. The productions 
which are here prohibited find a sale among other 
European nations, and are sent to them either di- 
rectly for account of British manufacturers who 

* The official returns of the Customs make it appear . that the 
value of imports from Brazil amounts to about a third of the value 
of exports to that empire ; but mariy of these imports^ being pro- 
hibited for consumption by enordious duties/ are again exported. 
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. have exported goods to Brazil, or for account of par^ 
ties who direct purchases to be made there, and 
bills of exchange to be drawn for the cost upon mer- 
cantile houses domiciled in London. These bills 
are remitted from Brazil in payment of British ma- 

;niifactures ; the payers of the bills in London are 
reimbursed by subsequent remittances from the con- 
tinent of Europe, where the Brazilian produce is 
ultimately consumed. 

By the commercial restrictions of Great Britain, 
not only are the most valuable pruductions of Brazil 
excluded from the consumption of this country, but 
the same restrictions go far to limit the consumption 
of Brazilian produce in other markets to which it is 
ultimately destined. If our laws permitted a free 
importation of corn and timber^ there would, in the 
countries of their growth, either be given a higher 
price for the productions of Brazilians, who are ex- 
tensive consjumers of British manufactures, or a 
greater quantity of the produce of Brazil would be 
provided with a market adequate to encourage aug-* 
mented supplies. The price, however, which is 
paid for Brazil sugar, coffee, and qocoa on the 
shores of the Baltic and the Adriatic seas, and the 
quantities of these productions which are there con- 
sumed, regulate in effect the price and the extent of 
sale for British manufactures in the new Brazilian 
empire. 

The same restrictions of Great Britaiigi operate 
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even' yet mofe' unfavorably in ' regard * to the em- 
ployment of capital in the trade to Cuba and Saint 
Domingd. Some "woodis of insigmficafit value ane 
almost tde only produce of those two islands, which 
we consent to receive for> consumption.* F(tf the 
manufactures which are there exported from this 
country, payment is made in a mode similar to that 
adopted with respect to the prohibited productions 
of Brazil. 

Although the whole productions of the trop»ical 
xoontries: before' n^entioned' were freely admitted 
into thi^ country for consumption^ yet the nnre- 
strtcted' admiission of Europeai^ produce ulso, of com 
and itimber for ' example^^^ would further proinote 
the sale of Bnti^hmanufaetures in the more distant 
markets. From Bengal there is importedin to this 
country more indigo, and from Meikico mor^ co^ 
chineal^ * tham are required for the use of the dyers 
and the calico printers of Great Britain. The part, 
which exceeds our wants, is paid for in British ma- 
nufectures, as well as the part which is here con- 
sumed. No small portion of the superfluous quan- 
tity of these dye stuife 'is sent to St. Peteniburg: 
but if Russian produce were morte unreservedly 
admitted to the ' British miu'ket, the codsump-^ 
tion of most kinds of other goods wduld lUen be 
extended in that empire, and either- more adva^. 
tageous, or much more extensive sales being" in 
consequence practicable for the goods supplied by 
dicrlanl^ nati<>ni^, these^ could again afford to con- 
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8ume an increased quantity of the manufactures of 
Great Britain. 



r 1 



In corroboration of the fact that the sale of Bri<- 
tish manufactures on the other side of the Atlantic 
depends upon the European market for the produce 
supplied by the more distant consumers, the conse- 
quences of the orders in council issued by tbo'Eri- 
tish government in November^ 1807, may bead-* 
duced. These had for their object to restrict the 
ithportation of the productions of America into all 
the teri^itories under French controul — at least iuntil 
thie good^ had been wat«ehoused> and in some in- 
stances until they had paid a duty in this country. 
Upon silch conditions the pr<)duetions in question 
were UQt^Uowed to be imported. in the ports of con- 
tinental Europe. The trade iti the produce of 
America wilh those ports became almost interdicted. 
But the greatest suflfefers from the effect of the 
ofders in council were the British manu&tcturersv 

Th6 Utlited States ^of America attained to great 
opulence, although the balance of their trade 
appeared to be for many years what is -termed un- 
favorable; or, in other words, although the im- 
portation ^of goods generally exceeded in value the 
amount of exportations. Having but few national 
payments to make for the interest of their debts, 
and for their national expenditure in foreign coun- 
tries, the whole value of goods exported, together 
with the profit arising on them, is returned ^ to the 
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United State.«. In these states there is scarcely 
any demand for an increase of the precious 
metals. The circulating medium consists almost 
wholly of paper money, and not more than a tenth 
is estimated to be the extent of gold and silver cur- 
rency. 

In the message of 2d December, 1828, from 
Mr. President Adams to the congress of the United 
States of North America, we read the following 
curious paragraphs: — "In our country an uniform 
" experience of forty years has shown that whatever 
" the tariff of duties upon articles imported from 
abroad has been, the amount of importations has 
always borne an average value nearly approaching 
" to that of the exports, though occasionally differ- 
" ing in the balance, sometimes being more and 
" sometimes less. It is, indeed, a general law of 
" prosperous commerce, that the real value of ex- 
" ports should, by a small, and only a small balance, 
" exceed that of the imports; that balance being a 
permanent addition to the wealth of the nation. 
The extent of the prosperous commerce of the 
nation must be regulated by the amount of its 
" exports, and an important addition to the value 
^^ of these will draw after it a corresponding increase 
" of importation." 

Upon this extract it may be remarked : had 
there existed no debt of the United States of which 
the interest was remitted to other nations^ either by 
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the government or by individuals, it is highly pro- 
bable the value of goods imported would, for many 
years, have exceeded that of the exportations. And 
after this debt was nearly extinguished, the same 
result must have ensued^ had not the expenses of 
government, among foreign nations, for naval and 
diplomatic purposes been increased. Let it be 
asked from what means was the purchase of the 
state of Louisiana paid for ; and if it be answered 
by the proceeds of a loan in another country, then 
from what means are the funds provided for the in- 
terest and redemption of this loan ? The correct 
answer will be, that the means arise from the excess 
in the value of the exports of American productions 
beyond that of the importations from other countries. 

Upon the second restoration of the Bourbon fa- 
mily to the throne of France, that government was 
compelled to pay large contributions to the allied 
powers as a condition of peace. The value for 
making the payments was chiefly furnished from 
the subscriptions of foreigners to French loans, and 
partly from the excess of the exports of the produc- 
tions of the country beyond the value of goods im- 
ported. Accordingly no small encouragement was 
afforded to capitalists and labourers in France to 
augment goods desirable for foreign markets. The 
contraband importations of foreign commodities 
into France were likewise considerable, and these 
were paid for by French produce. After the con- 
tributions to the allies were defrayed, a great value 

D J> 
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of national productions continued to be exported 
from France; these were principally paid for by 
purchases made in the government funds by resi- 
dents in the country from the foreign owners, and 
partly by goods conveyed back to France clandes- 
tinely and otherwise. . Now that the larger part 
of the French stock is held by natives in the 
country, and now that smuggling into France is 
narrowly watched, an adequate value is no longer 
obtainable from abroad by the exporters of French 
produce. Hence these exporters find their business 
nearly at an end ; the wine growers and the silk 
manufacturers, who were the most extensively en- 
gaged in providing goods for foreign sale, are re- 
duced to extreme distress, because importations itito 
France are so greatly limited that no adequate 
value can be brought back for the goods exported. 
It is before shewn, that returns in specie will 
diminish in value according to the excess in its 
quantity beyond the wants of circulation, and ths^t 
a trade cannot be continuied which depends upon 
returns in the precious metals. 

As Adam Smith considered the employment of 
capital in agriculture to be more advantag^eous to 
the society than any other, because it could thus 
put into action the greatest quantity of productive 
labour; he has, consistently with that opinion, held 
that the commerce which employs the greatest 
quantity of productive labour is also the most bene- 
ficial to the country. He states : 
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The capital which is employed in purchasing 
in one part of the country, in order to sell in 
another, the produce of the industry of that 
country, generally replaces by every such opera- 
" tion two distinct capitals that had both been em- 
*' ployed in the agriculture and manufactures of 
** that country, and thereby enables them to con- 
" tinue that employment. When it sends out from 
" the residence of the merchant a certain value of 
*' commodities, it generally brings back in return 
" at least an equal value of other commodities. 
" When both are the produce of domestic industry, 
*' it necessarily replaces by every such operation two 
" distinct capitals which had been employed in 
" supporting productive labour, and thereby en- 
" ables them to continue such support." 

** The capital employed in purchasing foreign 
•* goods for home consumption, when the purchase 
is made with the produce of domestic industry, 
replaces too, by every such operation, two dis- 
tinct capitals ; but one of them only is employed 
in supporting domestic indastry. The capital 
which sends British goods to Portugal, and brings 
back Portuguese goods to Great Britain, replaces 
*' by every such operation only one British capital. 
^* The other is a Portuguese one. Though the re- 
*' tums^ therefore, of the foreign trade of consump- 
^' tion should be as quick as those of the home 
** trade, the capital employed in it will give but 
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*' one half the encouragement to the indostry or 
" productive labour of the country/' 



ft 
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But the returns of the foreign trade of con- 
sumption are very seldom so quick as those of the 
" home trade. The returns of the home trade ge- 
nerally come in before the end of the year, and 
sometimes three or four times in the year. The 
returns of the foreign trade of consumption 
" seldom come in before the end of the year, and 
** sometimes not till after two or three years. A 
capital, therefore, employed in the home trade 
will sometimes make twelve operations, or be 
** sent out and returned twelve times, before a capital 
** employed in the foreign trade of consumption has 
" made one. If the capitals are equal, therefore, 
" the one will give four and twenty times more en- 
" couragement and support to the industry of the 
** country than the other." 

It would seem by this statement of the compara- 
tive advantages of the different kinds of trade, that 
the employment of domestic industry is regarded 
as the ultimate end to be desired. In this view of 
the national advantages of trade, the author of the 
present work does not coincide. He considers the 
extension of the enjoyments of the people, or the 
power of purchasing enjoyments, as the end and 
object of the employment of all capital and all 
labour; and accordingly, that industry is only 
the means of extending enjoyments. 
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. There is little doubt that among many nations 
the employment of the greater part of the national 
capital at home will best promote the abundance of 
enjoyments for the people; and when capital is ex- 
tremely limited, it usually proves most advantageous 
that the supplies of foreign commodities should be 
' provided by foreign capitalists. In several countries 
capitals are so abundant, that domestic industry can 
occupy only a part of them with advantage. The 
Dutch have long been in the practice of employing 
much of their capital in foreign commerce. This 
will be equally advantageous for the countries, 
where capital is too limited for the employments 
which circumstances offer ; as for the possessors of 
superabundant capital. Where the people can be 
furnished with additional means of enjoyment from 
the employment of foreign capital, the increasing 
abundance of comforts becomes a national advan- 
tage. On the other hand, when capitalists find the 
home trade too limited for the employment of their 
property, it is judicious to allow them to lay it out 
in whatever way they deem proper, for they would 
otherwise transfer it altogether to foreign countries. 

Every capitalist, wheresoever resident, will most 
judiciously determine for his own interest the place, 
and the mode, in which he can most profitably em- 
ploy his property. The duty of government is not 
to interfere. It is before stated that, the highest 
rate of profit tends to the most speedy augmentation 
of national capital. And according to its increase 
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will the owners more eagerly compete with each 
other for employing their wealth ; consequently, all 
other things being the same, the rate of profit will 
decline. In the case adduced by Dr. Smith, to 
illustrate the mode in which capitals engaged in 
the foreign trade of consumption aflford less employ- 
ment to domestic industry, than if they were ap- 
plied in promoting the home trade, his inference is 
inconclusive. He supposes one of the capitals to be 
British, and the other to be Portuguese, yet his rea- 
soning seems to imply, that if the home trade were 
preferred to that of foreign consumption, the Por- 
tuguese capital would be directed to advance the . 
domestic industry of Great Britain. 

Capitalists will naturally desire rather to employ 
their property in the home trade than in that of 
foreign consumption ; because every body regards 
capital as more secure when under his own care and 
inspection, than when sent to another country. 
The home trade will accordingly be preferred, when 
its profits are nearly equal to those of a more 
hazardous businesi^. In like manner, the foreign 
trade to a country near at hand will have a prefer- 
ence over that to more distant nations. In the 
early state of society the far greater part of the en- 
joyments of the people are provided at home, or 
brought from countries near at hand. Of the en- 
joyments brought from remote countries, the most 
numerous classes of the community have little know- 
ledge, until commerce has became extensive with 
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those nations who furnish the supplies. It is only 
since trade with China has been much extended, 
that tea became of general consumption among all 
ranks of the British people^ and again the common 
use of this beverage has contributed greatly to the 
increase of the China trade. These causes act and 
react upon each other, and whilst commerce is pro- 
moted, enjoyments are augmented. By the exten- 
sion of trade new wants are created, new tastes are 
formed, industry receives a greater stimulus to 
exertion, and the employment of capital in a mode 
that is advantageous to the community is much 
encouraged. 

By free permission to our own people to extend 
their enjoyments, and, with that view, to obtain 
upon easy terms those foreign productions which 
they the most desire, domestic industry is promoted 
far more eflFectually than can be accomplished by 
means of restrictions. The enforcement of restric- 
tions on imports debars the great body of the people 
from many enjoyments, whilst it cannot possibly 
afford additional encouragement to domestic in- 
dustry, because the forced high prices which give a 
livelihood to some, operate as a privation to the rest 
of the community. And those who gain a livelihood 
in consequence of restrictions are not paid from the 
natural reward of labour, but from the taxation of 
their neighbours. By free trade capital will most 
rapidly be augmented, because the more extensive 
and varied the field that is land open for its em- 
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ployuienty there will be the greater choice for the 
owners to select the mode of applying- it with ad- 
vantage^ and of deriving increased profit. Restric- 
tions upon trade limit the means of employing 
capital; its increase is accordingly retarded ; and 
ultimately domestic industry will receive less encou- 
ragement than would follow under an opposite 
policy. It is manifest, that more advantageous 
employments for the national capital can be found 
when trade is free, than when restricted ; for were 
the fact otherwise^ no body would change the em- 
ployment of his capital if restrictions were re- 
moved. When a high rate of profit results from a 
trade forced into existence by the restrictive system, 
it is evident that all the advantage derived by the 
capitalist proceeds from a tax upon bis fellow 
citizens. 
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ESSAY XIV. 



ON MERCANTILE SHIPPING. 



Connected A^ith the employment of capital in 
commerce is the encouragement afforded to navi- 
gation, and this merits particular attention in a 
country like Great Britain, where the navy con- 
tributes essentially to national defence. Here, how- 
ever, the employment of capital in shipping is 
chiefly to be considered as contributing to national 
wealth. With the extension of British commerce 
the mercantile marine has increased, but the heavy 
burdens, to which the capital employed in it is sub- 
jected, appear likely to divert much of that capital 
to other occupations. It is idle to expect that any 
person will apply his capital to a particular employ- 
ment, if it does not afford the same rate of prolit 
as can be derived from others in the same neigh- 
bourhood. 

The disadvantages, under which British ship- 
owners are placed, have frequently been ascribed to 
the freedom of trade, or to the liberal system which 
was many years ago adopted in the intercourse with 
the United States of America, and has more re- 
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cently been extended to that with Northern Eu- 
rope. So far from this increased liberality, or, 
more correctly, this extension of the system of reci- 
procity of duties having proved detrimental to Bri- 
tish ships, it is more than probable that, had it not 
been adopted, they would have been subjected to so 
high a rate of imposts in many foreign ports, as 
must have proved nearly equal to an exclusion from 
a great part of their actual employments, and con- 
sequently the ownership had been a more unprofit- 
able investment of capital than even under present 
circumstances. 

In the North of Europe there is not yet provided 
a great extent of that class of mercantile shipping, 
which is suitable for those branches of trade, where 
the competition with British vessels can be carried 
on with the greatest activity and success. The ships 
of the northern powers may be sufficiently numerous 
for general purposes, but for the employments re- 
ferred to, it is requisite that they be of a description 
superior to what are commonly navigated under the 
flags of those governments. It must, however, be 
acknowledged that the deficiency in the best de- 
scription of shipping of the North is annually be- 
coming less. Their profitable employment is fast 
supplying the owners with greater capitals, which 
are, for the most part, devoted to increase the num- 
ber of the best class of their ships. 

3y th^ preceding statemient, it is by no means to 
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be understood as here conceded, that free trade, or 
reciprocity of duties, in as far as relates to the flag" 
under which goods are carried between this country 
and others, has opened the new and profitable em- 
ployment for northern ships. Indeed it seems to be 
established by official documents, that the number 
of foreign vessels from the north of Europe enter- 
ing the ports of Great Britain is rather on the de- 
cline than increasing. The more extended and 
successful competition with British ships is in those 
branches of trade, which must be unaffected by any 
regulations adopted here towards foreign vessels; 
namely, in the trades to the South of Europe, to 
South America, and to the islands of Cuba and 
Saint Domingo, all which are carried on to and 
from ports not subject to British power. For the 
more successful competition of foreig-n vessels with 
those of Great Britain in these distant branches of 
navigation, it is proper to state some satisfactory 
reasons. 

Owing" to our high duties on the timber of the 
North of Europe in order to encourage the use of 
the inferior timber brought from the distant settle- 
ment of Canada, British ships are constructed at a 
far greater expense than those of foreign powers. 
If, with a view to save a part of this expense, 
Canadian timber be used, then the materials are 
insufficient for a vessel to be employed in several 
branches of trade, where the carriage of heavy 
cargoes is common, and the vessels so constructed 
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become in a shorter period than others totally unfit 
to be sent to sea. 



It may be said, that the best British vessels are 
built of British oak, and that were the Baltic tim- 
ber admitted duty free, it would probably be little- 
used in ship building. Admitting for a moment, 
that the remark were altogether just, yet it is un- 
questionable that a more free admission of foreign 
timber would somewhat reduce the price in this 
country of all the timber grown here, and were the 
best vessels built of British oak, they would then be 
sent to sea at less expense. But Baltic timber, if 
obtainable at a low price, would undoubtedly be 
used in ship-building to a considerable extent. The 
British oak might no doubt be preferred for those 
parts of the ship where strength and durability are 
most essential, yet masts, yards, and other spars, 
together with the materials for other parts of the 
ship, and for boats, would be supplied from the ports 
on the Baltic. The general use of Canadian tim-r 
ber for ship-building might in a great degree be 
superseded. 

In consequence of the restrictions on the importa- 
tion of foreign European timber by high duties, 
some kinds of it appear to be little known in this 
country, which might perhaps be. advantageously 
introduced for ship-building. Although the oaks 
grown in the marshes of Poland are little calctdated 
for this purpose, yet others from the drier and 
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more favorable soil of Courland appear very durable, 
and possess much strength. A particular kind, 
known by the name of " stone oak," is said to be 
every way desirable for ship-building*. Near to 
Oporto there is reported to be much timber ex- 
tremely well calculated for the construction of ves- 
sels of a moderate size. 

The great cost of Brazilian vessels has nearly put 
an end to their employment in foreign trade. The 
national timber is strong and durable in an extraor- 
dinary degree, but the kind used in ship-building 
contains some property that is destructive of the 
iron-work with which it is placed in contact. 
Hence the iron nails, bolts, &c. become almost 
loose after a few years. It is said that salt was 
found to be a corrective of this injurious property 
in the timber, and that vessels employed in trading 
from Brazil to Portugal, which brought back salt 
to Brazil, proved more durable than others. But 
of this there is reasonable doubt. 

From the comparatively great expense in build- 
ing the best classes of British ships, not only is the 
owner obliged to lay out a larger capital, for which 
he must expect the ordinary rate of profit, otherwise 
he would not engage in the business ; but, for the 
security of his property, he is likewise compelled to 
incur the expense in every voyage of insuring a 
much larger sum than the owners of foreign vessels 
carrying an equal cargo. After deducting the cost 
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of an insurance of large amount, it is obvious that 
so far from a profit on the increased expense of 
building a British ship, there would in all proba- 
bility remain no profit whatever, were it not that 
British ships of the first class can sometimes earn a 
higher rate of freight than is paid to foreign vessels. 
Merchants occasionally agree to give a somewhat 
higher rate of freight to British ships than to others^ 
because the former will now and then accomplish 
their voyages with greater celerity. This advantage 
on the part of British ships is becoming annually 
less, inasmuch as those of the North of Europe are 
no longer navigated by masters whose incapacity is 
so conspicuous as was that of their predecessors. 

Formerly the rates of insurance were usually 
lower upon risks by British vessels, but now the 
cost of insurance is in general equalized ; and 
when insurances are efiected abroad, the premiums 
are in several instances the lowest by foreign ships. 
When ,the British registered vessel has been built 
at New Brunswick^ at Bermuda, or in Canada, 
the rate of insurance is almost always higher than 
by ships built in Great Britain. Indeed, the vessels 
constructedjn the colonies above named are com- 
monly unfit for carrying heavy cargoes, and when 
so laden they cannot be insured at the same rates 
as the best vessels of the North of Europe. The 
importance of the cost of insurance, in determining 
the rate of freight for the cargo, is so obvious as to 
render explanation unnecessary. Merchants regard 
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the cost of insuring the cargo as one of the expenses 
attendant on its conveyance, and accordingly the 
rate of freight by inferior ships is regulated much 
below what would be given by others of a superior 
class. The vessels built in our colonies of North 
America, or of Canadian timber, are exceedingly ill 
calculated to bring cargoes of sugar from the West 
Indies, or from South America to Europe. An 
European built vessel, if not many years older than 
the others, would decidedly be preferred for such 
a purpose, as well by the merchant as by the under- 
writer. It is quite notorious that many of the ships 
almost constantly engaged in the trade from Liver- 
pool to Brazil are totally unfit to return with a 
cargo of sugar to Europe/ and the consignees must 
accept of one of cotton, however low the freight 
may comparatively be. Indeed, the ill condition 
of many British vessels is likely to bring them into 
general disrepute, and in lieu of retaining the pre- 
ference they have long enjoyed, it may perhaps be 
conceded hereafter to foreign ships. 

Under these circumstances it will appear strange 
that the British ship-owners themselves are far from 
advocating the free admission of Baltic timber; 
but, on the contrary, are firm supporters of the 
present state of duties so favorable to that of 
Canada. There are two powerful motives why 
this system, so opposed to the encouragement of 
British navigation, should find supporters among 
the ship-owners. 
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Were timber from the North of Europe aA- 
mitted into this country, either free or at a y(^ 
moderate rate of duty, the market prioes of Britinh 
shipping would in all probability be dimini^ed,' 
because new vessels of the best materials could' then 
be constructed at a greatly reduced expense/ The 
present interests of actual ship-owners must conse- 
quently be prejudiced by the value of their property 
being depreciated. 



And further, many ship-owners, who are pro- 
prietors of good vessels, may also be owners or part 
owners of ships, which, from their age, or from * 
being constructed of bad materials, are uurBt for 
almost any other employinent than that of bringing 
cargoes of timber from Canada, or the like voyaged. 
It is no doubt quite natural for people thus circnmt- 
stanced to regard their own immediate interest as ' 
paramoimt to other considerations, nor is it here 
meant to blame their conduct. 

* 1 

The present duties on timber are highly favor- 
able to the Canadians, and prove little less to them 
than a monopoly 6f the British market for many 
descriptions. Some ship-owners even look upon the 
actual regulations of the timber trade as encourag- 
ing to the increase of our seamen. So different 
however is the i&ct, that a great number perish 
annually in the timber-laden ships which return' 
towards the end of autumn from the river Saiht 
La\^rence, and it is a duty incumbent on govern- 
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ment to institute some public inquiry, for the pur- 
pose of ascertaining the causes of so many more 
lives being annually sacrificed in this trade than in 
any other. No one, who is in the practice of reading 
the shipping intelligence contained in a newspaper, 
but will have perceived in the latter months of the 
year, that a very great number of vessels are annually 
lost on their voyages to this country from the British 
possessions in North America. In fact, the pre- 
miums of insurance paid on these voyages, when 
the winter season approaches, are exceedingly high ; 
yet few or no underwriters of experience will take 
the risks, because the premiums, exorbitant as they 
appear to be^ do not afford adequate compensation. 

So far are the high duties on European timber 
from favoring the increase of British shipping and 
British seamen, that these duties prove the greatest 
impediment to objects so desirable. The owners of 
British ships are almost unable to maintain a 
competition with foreigners in those trades which 
are accessible to both on equal terms. Even 
in the coasting trade of the United Kingdom, which 
is restricted to British vessels, the effect of the duties 
is pernicious. In consequence of the greater cost of 
these ships, caused by the high duties on timber, 
and the larger sum which is insured than were 
otherwise necessary, the owners must be remu- 
nerated by an increase of freight. The carriage of 
goods from one port of the kingdom to another is 
accordingly taxed. Fewer goods will be so con- 
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veyed, and in the result a less extant of s^hippi^i^ 
is required than if all t}iose facilitiea wer^ offorj^^ 
which it is the imperativp duty of every fr^»gd^ 
vernment to grant. The g^r^ater charge OA.qoi^ 
veying goods from one district to anpth^r^ wjithopt 
alluding at present to the in^^re^sed expense ^f 
tiuilding houses, causes every interest in t^e, ki|ig- 
dom to suffer. All proprietors of land, mine^ ^4 
fisheries, all manufacturers and noerchants viri|bou.t 
exception, pay a tr^bpt^ fpr the heoe^t ^ the 
Canadians. 

On the one h^nd, a bounty is c^ered for th0 en- 
coqragement pf British fisheries; on th0 othei^y the 
vessels employed in them are taxed, in order that 
more land may be cleared in the wildsi of Afn^^^' 
A high preipium is offered to the discov^en o£ i(« 
unerring mode of calculating the long;itu4e9 or to tllie 
maker of a chronometer true in its tiine to perfection; 
^11 for the benevolent purpose of saving ^ips ai2i44>l^ 
liyes^of seamen from destruction. But the. use (of 
insiufiicient materials in ship-butilding T&eiu^oiiiraged, 
^TXd both J^hip^ and sea,men parish bepaiisetb^ ves- 
sels so constructed cannot support tl^e vreight of the 
heavy cargoes with which they are oi^casii^Qii^lj 
ladep. Many a ship apd maoy a seaBWn |»a^e 
never been l^eard of after sailing on their i^ojagesr 
b^cau;se the use of Canadian timber is, no^ost-f^^ 
neously, held to be more favorable tothe iipytereiri^ 
of British nianufacturers than if the more .sqIi^ 
more durable, and far cheaper timb^Bf* of di^ , North 
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-l>f'Euiiop€> vteT6 allowed itnportation without exact- 
ing' a duty which is all but pifohibitory. Were the 
latter admitted dutyfree, or on payment of a mo- 
derate tdx, then British vessels would be constructed 
of the best materials ; insurances on property navi- 
gated under the British flag could be efl^ected on 
the most favorable t^rms ; a moderatfe rate of freight 
would prove remunerating to the ship-owner ; and 
from the knpwn character, care, and activity of 
ihe i^hip-masters, British vessels would be preferred 
for the conveyance of goods. 

: It is not unusual to hear the parties engaged in 
trade to the West Indies extolling the encourage- 
ment afforded by that branch of commerce to the 
iiational shipping ; and as many of the West India 
merchants are also ship-owners, the latter body do 
xfot disclaim the suppo^d benefit. That the im- 
portationf of sugoir for the British market mtist ne-^ 
Mssarily employ a great extent of shipping id un- 
' questionable ; but were the sugar brought from the 
Eadt' Indies in lieu of the West', it is manifest that, 
owing to the voyage requiring twice the time for 
its performance, double the tonnage for conveyance 
of the sug^r must be employed. It appears th^n 
thftt the duties which favor the consumption of 
West India stigar to the exclusion of the other, in 
flac<^ of giving additional employment to British 
shipping, have the opposite effect; and, upon every 
jpround of national policy and advantage, all duti^ 
OB Mgar ought to be equalized. 
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fiut the system pursued in regard to East Indiat 
sugars is not alone that which proves prejndicial 
to British navigation. The difference of duties in 
fevor of the sugars produced in the British Wert 
Indian possessions is attended with other disadvan- 
tages. One is now to be stated. The 'sugars 
brought from Brazil and from Cuba to Europe Re- 
quire annually about a hundred and thirty thousand 
tons of shipping for their conveyance. London is 
the most extensive sugar mart in Europe, and the 
greater part of those sugars would be brought tb 
this port, were the owners allowed a chance of 
getting them admitted here for home consnmptidh ; 
but as the duties are prohibitory, it follotvs thkt 
only an insignificant part (not exceeding on & 
medium of years six thousand tons) of the sugars 6f 
Brazil and Cuba is annually brought here, be^tisli' 
all must be again exported, and few persoils #ill 
incur the certain expense of landing and r^^tStp^' 
ment, when no chance of benefit is in prbsp^ect*i 

* About three years ago sugars from Brazdl and the S{^ur^8|i 
colonies were permitted to be used in the British refineries, upon 
condition of the refiners giving security for the exportation of an 
equivalent weight of refined sugar. The duty on admission here 
was higher than on sugars of the British West Indies ; the bountf 
on export of the refined was the same on all. After the e^^ri'' 
ment had been tried for a year and found rather successful, the 
refiners wished for a continuance of the permission. But this was 
opposed by the parties interested in the West Indian monopoly of 
the British market. They could not deny the principle of perinit- 
ting their fellow subjects engaged in refineries to exert their indns- 
try in the best manner^ yet they succeeded in their object by op^ 
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Avery large proportion of those sugars is accbrd- 
ingly sent direct to Hamburgh, because many are 
consumed in the neighbourhood, and the rest is 
from thence re-exported chiefly to Russia. The 
Portuguese and Spanish shipping which conveyed 
the produce of their former colonies to Europe can 
now be scarcely said to exist; it is chiefly supplanted 
by Dauiish and Hamburgueze vessels* 

For the carriage of goods direct from America 
to Hamburgh, the owners of Danish and Ham- 
burgueze ships can afford to accept of lower freights 
than will prove remunerative to British ship-owners, 
since the foreign vessels on their return to the ports 
ip which they belong, are immediately prepared 
for any new voyage which may offer. British 
v@s$els in like manner can readily be engaged to 
faring sugar from Brazil and from Havannah to 
liCHidon at a sixth part less freight, thian to carry 
it to Hamburgh ; not on account of any difference 
in the length of the voyage, but because at the port 
last mentioned a new freight for them is so seldom 



posing the concession in its details. The refiners were willing to 
fltipulatefor the exportation of even a larger quantity of refined sugar 
tkan eould be produced firom the sugar of Brazil and Cuba which 
they used; but this would not satisfy their opponents. To defeat 
the object altogether, they proposed that security should be given 
(or exporting also the refuse molasses produced in the process of 
refining. The Board of Trade injudiciously consented. And as the 
casks^ and the freight required for conveyance of the molasses 
proved too costly^ the whole measure remains inoperative. 
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obtainable^ that many leave it in ballast. For a 
similar reason a British vessd, if likely to arrive in 
the summer, can be freighted for the perfonihanee^ 
of a voyage from America to St. Petershnrgh at 
the same rate as to Hamburgh ; for although the 
voyage be much longer^ yet there is almost a cer- 
tainty of the vessel obtaining at the Russian capital 
a freight to Great Britain that will prove remune- 
rative to the owners. 

Sugar from Brazil and from Cuba can accord- 
ingly be conveyed^ ta LcMidon by Biitish vessels at 
^ less expense than to Hamburgh. It could also 
be conveyed from London* to the ultimate d^stina^ 
tion of a great part of it on the shores of the- l^Itie, 
a;t a bwer freight than from^ Hamburgh, for the 
importations from the Baltic to this country re- 
quire far more tonnage than the goods which are 
there exported horn Great Britain. Many ships 
proceed annually from London to Russia in ballast, 
and; the^ owners would gladly accept of a very mo- 
derate rate of fi'eight which might at least save to 
them the expense of purchasing and loading bal- 
last,, at the same time that it perhaps would afford 
s^ small profit Qur rq^trijctive system, which espe^ 
cially favors the sugars of tl^ British ^est Indies, 
tends to encourage the shipping of other nations 
in carrying the sugars of Cuba and Brazil, for, 
so long as there exists in this country no chaucQ 
qC % inarket for hojtpe use and only for re.Q3^poi!tar» 
tion, the owners wiU> for their omsL int^?est^ maka 
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their shipmedte direct to the ports df ultiftiaite desti- 
nation : or if it appears too hazardous to ship direct 
to places, which from their limited consumption 
may be soon overstocked, the sugars will then be 
sent direct to Hamburgh, the second mart for su^ar 
in Europe, too extensive to be easily overstocked, 
atnd where all sugars are equally saleable for con- 
sumption and for re-exportation. 

Similar arguments to those which have been 
adduced in regard to sugar are applicable to coffee 
and to cocoa. 

It seems beyond dispute that, under the present 
extravagant cost of British ships when built of 
pro^r materials, they will gradiially be jostled out 
of the trade to South America. Two circumstancesr 
have hitherto contributed to preserve to them the 
greatest share by far of that to Brazil. One is, 
ftiat in general British vessels have hei*et6fore pei^- 
foraied their voyages with the greatest ^^pfediti'^n. 
This was of primary importance at the period when 
the prices of Brazilian produce, of cotton and of 
^pffete^ for exam|)le, were in a state of frequent fluc- 
tuation; but as speculative transactions in these 
g^oods is now less common, the differentee of a Week 
or tvro in the time of accomplishing a distant 
voyage is not of so much importance as a saving in 
<he freight. Whilst the prices of sugat and coffee 
WeriB at high rates^ a smdll diflferenoe of a pound 
sterling per tdn in the freight forih^ed but a trivial 
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per centage on the value. Now that these prices 
are exceedingly reduced, every increase of charge 
in bringiqg the goods to market is regarded as se- 
riously burdensome. Foreign vessels too are, of 
late years, constructed far superior in their class 
to those formerly engaged in distant trades, and 
several of them compete with British ships in 
the celerity of their voyages, and even expel. 
The other circumstance, which has hitherto pre- 
served to British ships a large share of the trade to 
Brazil, is, that they can usually earn some out- 
ward freight from this country to that empire, whilst 
foreign vessels are often necessitated to proceed in 
ballast. But the exports from continental Europe to 
Brazil are increasing rapidly, and more freights are 
obtainable by foreign ships on their outward voy- 
ages. The cause of this change is easily explained. 

For many years after the removal of the colonial 
restrictions on the trade of Brazil, the produce and 
manufactures of Great Britain were there admitted 
at somewhat less than two-thirds of the dutij^s . pay- 
able on the importation of all other goods, excepting 
the productions of Portugal. Of late the produce 
and manufactures of other countries in Europe are 
allowed for consumption in Brazil, upon paying 
the same rate of duty as those of Great Britain ; 
foreign vessels accordingly obtain more freight on 
their outward-bound voyages from Europe. Indeed 
the restrictions on importation into Great Britain 
operate as a duty on British exportations to all 
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countries, and must undoubtedly favor exportations 
from other European states. It is truly surprising*, 
i¥hilst the greater part of the produce of the Bra- 
zilian empire continues interdicted by prohibitory 
duties from consumption in this country ; that the 
government there should, upon sucheasy terms, admit 
British manufactures. No doubt that it is advan- 
tageous to Brazil to receive its supplies from whence 
they are afforded at the lowest price, and to allow 
a free competition in their sale; yet few govern- 
ments have placed their commercial regulations 
upon a footing of so much liberality, and thus pro- 
moted in so great a degree the real interests of the 
people. 

To enable British shipping to maintain a success- 
ful competition with foreign vessels, naval stores of 
ev€fry description ought to be admitted free of duty 
into the United Kingdom. This would promote 
the interests of the ship-owners in two particulars. 
First, by allowing the supplies necessary for naval 
equipment to be furnished at the lowest prices ; and 
secondly, by removing every impediment to the car- 
rying trade in these stores. The proceeds of the 
duties now exacted, which are received into the 
Exchequer, amount to a sum quite insignificant ; 
the relief which the removal of the duty would afford 
must be of importance. Upon a barrel of pitch or 
of tar, for example, the importation duty but little 
exceeds a shilling, and these stores may be deposited 
in bond and re-exported without paying duty ; yet the 
duty on consumption is from seven to eight percent 
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th" --^^Ii!^ S*^'^ ought also to be filled up 

mi ^^ ■ ^g^tiaiion, to replace the previous 

jS< 'igtb^^ matters cannot readily be accoin- 

^^'^.ijlst the goods are deposited under bond. 

fJ^tk^ trouble occasioned by the b^ndilig of 

/Jl^'^ tar, or the duty to be paid, has so much 

^^^ftLged orders for these goods from abrotfd, 

t-r importers for the most part rely upon home 

^jgumption alone, and pay the duty immediately 

^ arrival. The trouble and expense of recovering 

tttck the duty, when once paid, become more than 

equivalent, when the sum is not large, to the amount 

of drawback. In the South of Europe and in 

South America the tar and pitch of Sweden are 

preferred to those of the United States even at a 

third higher price; and as the local situation of 

Grreat Britain affords much facility for supplying 

immediately any market that is under-stocked, the 

quantities re-exported from this country, although 

they might not be considerable in value, would 

prove to be considerable in bulk so as to offer 

freights worth the attention of British ship-owtiers. 

One consequence of the corn-laws is that the pro- 
visions, which are necessarily required for the sea- 
stock of ships sailing from this country, are fer 
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more expensive than these piit on beard at foreign 
ports. To remedy this in some degree, pravisioEii? 
were some time ago allowed to be imported and de- 
posited in bonded wai'ehoiises, from wheace ships 
might be supplied free of daty. But the m.ode o( 
preparing provisions for the use of British seamen 
is not yet sufficiently understood abroad, and British 
ships continued to be chiefly sapplted with iheir 
stares of the produce of this coxmity. LitUeas was 
consequently the benefit conferred on tlie awners of 
British vessels, by allowing them to receive foreign 
provisions as a part of their stores, yet the jealoiis 
interference of the land^owners has occaso^oiiied this 
scanty indulgence to be vrithdrawn. A gr^ier 
comparative expense is incurred than if the corn- 
trade were free; because the restri^ctions on the. 
amount of supplies enhaiace prices in this country,, 
and depress them in most others Irom; whence eom- 
petitfon with British shipping is ehreftj t© be ex- 
pected. • Foreign vessels afcriving in thi» couu^ 
are said for the most part to bring a supply of provi- 
sdons, adequate for the consumptiorL of tlieir crews^. 
until it. can reasonably be calculated that they witt 
get ba<^k ta some port abroad? not yet distiBguidbBd 
by Aje selfish spirit of monopoly. 

It is not alone by increasing the price o€ proya- 
sions required for siea-stock, that the cornrliaws< 
prove detrimental to British. navigsUfloa ; they ]ii>-< 
jure it iii a ftir more importan* particular, by de^ 
priving British ships of that employment which tfce. 



428 ON Bf RRCANTILE SHlPPlIfG. [ESfiArXIV. 

carrying trade in corn would affmrd to our commer- 
cial marine. 

The countries bordering on the Baltic sea are 
tbose most noted in Enrope for producing annaat 
supplies of com ccmsiderably exceeding the con- 
sumption of the inhabitants. But as soon as the 
harrests can be collected and the com prepared for 
exportation, the approach of winter begins to offer 
impediments to the conveyance of the surplus prtK 
duce to other countries ; and as the season advanced, 
the ports are shut for four or five months. Were 
there a free trade in com here, much would be for- 
warded as early as it could be shipped off to Great 
l^itain ; and from hence other nations, whose bar** 
vests proved deficient^ would afterwards receive 
their supplies. So desirous are the cultivators' 
abroad of placing their corn in situations from 
whence it may easily be conveyed to distant tnw^ 
kets, as occasions require, that the farmers near to 
Lubeck, in lieu of sending their produce to thiA 
city, prefer to convey it over exceedingly bad roads> 
and at a great expense, to the more remote port of 
Hamburgh. They incur this expense although the 
navigation of the Elbe is on an average of years 
impracticable for two or three months in every win- 
ter : how justly then may we infer that the corn 
would in preference be shipped from Lubeck to 
Great Britain, if there existed under our laws a^ 
reasonable probability of sale for consumption in 
this country. 
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Holland is the great dep6t for corn in the North 
of Europe: the exporters from the Baltic wisely 
direct a large portion of it in common years to Am- 
sterdam and Rotterdam, where there is equally the 
option allowed them of seUi]:^g for consumption^ or 
of re-exportation to other markets. But the last 
operation is frequently obstructed in the winter 
months^ because the navigation on the coast of Hoi* 
land then becomes hazardous, and is sometimes im- 
peded altogether. The approach to the Dutch coast 
at that season is far more dangerous than the nart- 
gation to the ports of Great Brilainh ; 



* 1. . » > 



Were the importation of corn into this^ country 
rendered free, so that merchants might have the 
chance of a market here, whilst they lietained the 
liberty of re-exportation ; the trade of GreatBritain 
in corn would become of the highest national im^- 
portance, and the employment of British ^shipping 
would be greatly increased; In the winter treason' 
after the harvests in Spain and Portugal have been 
collected and are brought to market, it is not un^ 
frequently discovered that the produce is likely to 
prove insufficient for the usual consumption/ and 
from the locality of this country and of Ireland the de- 
ficiencies could more speedily be supplied than from 
most other nations. There ds occasionally experi- 
enced some demand from other markets than Spaiii 
and Portugal, even for the ^-emote one of Rio de 
Janeiro. That this country would become the prin* 
cipal deposit for foreign corn, were the trade free, 
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is probable from its local sitoation between the lia- 
tions of growers and of consomers of the excess : 
as well as from the circumstance that large supplies 
are even now brought here for deposit, when Uiere 
exists little probability of admissk>n for bom^ con« 
immption at a reasonable rate of duty. 

. In several of the provinces of South America 
there are no mills for grinding corn^ and conae^ 
quently the importations are of wb^t flour ; • but 
9?hat is supplied from Dantzig and the neighbour- 
hood, whether from being made of copq unfit for the 
purpose or whether from being unskilfully prepared, 
sells generally about twenty per cent below the 
price obtainable for the flour brought from^ the 
United States. Were eorn to be admitted freely 
into Great Britain, the skilful manufacture of flcMbr 
iof distant markets, either from foreign- wheat or if 
preferable from that of this country, would speedily 
^^^S^ attention. It mig^ht form an important ob- 
ject of exportation, since many vessels proceed to 
South America only half laden, inasmuch as the 
cargoes carried out, from being most valui^blQ^ Feu 
quire mueh less room thaii those brought back ; and 
consequently the freight of the flour sent from tbis 
country would be lower than from^the United Statesk 
Indeed much of the flour imported ijito jLiverpooli 
after bei^g subjected to the payment of freigfaft and 
insurance from the United States, is again skipped 
foe Sou th Ainerica. 
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From the great bulk of qorn a eonaiden^ble qnatt* 
tity of Bhipping wcmU b? required for the convey-^ 
apc§ of what amounted to a moderate valuer Fcnr 
obvious reasons thp com- merchants are particularly 
desirous of getting tb^ir cargoes brought to market 
with the utmost expedition. Tn conforra^ity to the 
exceptions printed in all policies of sea-insurance, 
corn is one of those articles on which underwriters 
never pay special damage. HeiK^e^ the best c\$d$ 
pfvessdlSf and those distinguished for sailing with 
celerity, are always preferred for ccmveying corn 
even at a somewhat advanced rate of freight. 

After reading the statement of the many disad^ 
vantages under which British shipping suffers, im-^ 
partial men may be surprised that it has not undear- 
gone a greater deprei^ion than even in its actual 
state. Occasional circumstances have now and iitm 
given it a temporary appearance of prosperity. By 
the opening of the trade to South America generally^ 
and from the favorable rate of duties for British pror 
duce and manufactures in Brazil as compared .^i^tb 
ti)e productions of other nations, the interests of 
British ship-owners were greatly promoted. The 
great extension of trade to the East Indies conse^ 
quent upon the partial abolitioa of former mono^ 
poly has considerably favored British navigation* 
It is also to be noticed that the low rate of profit for 
capital encouraged its employ nient in shipping, 
whenever there appeared a rea3onable probability of 
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deriving a moderate increase of revenue. For the 
most part however^ the result has proved unpros* 
perous, and it appears that, unless there be some 
modification in the present system of restrictions, 
the interests of British ship-owners will yet be fur- 
ther depressed. 

In no country has the increase of mercantile 
shipping been so rapidly progressive as in the United 
States of North America. There the rate of inte- 
rest for capital, and the wages of labour, are both 
higher than in Great Britain : consequently the 
American ship-owners must acquire greater profits, 
and their seamen higher pay than in this country, 
otherwise the capital and labour now employed in 
American navigation would be directed to other 
pursuits. It is indeed common to hear the remark 
that the Americans by the offer of higher wages in- 
duce many British seamen to leave their national 
ships, and to serve under the flag of the republic. 
Were it not that capital is proportionately less abun- 
dant, and that the wages of labour are higher in 
America than in England, the vessels of the United 
States would engross all the trade which is equally 
open to the shipping of both countries. The rates 
of freight in those trades by British and American 
vessels must be nearly equal, otherwise there would 
exist no active competition. Let us ask, how does 
it happen that, after paying higher wages to their 
seamen, the Anierican ship-owners can derive 
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greater profits than the British? The answer is 
contained in the foregoing part of this essay. The 
vessels of the United States cost proportioaably less 
in their construction and outfit: from this dimi- 
nished cost a smaller amount of insurance is sufiS- 
cient. A smaller capital being required, the profits 
arising on any given amount of tonnage constitute 
a greater rate on the value than if the shipping 
were more costly. The expense of stores, whether 
for naval equipment or for maintenance of the crew, 
is far less than must be incurred in this country for 
the supply of British vessels. 

It appears by official documents emanating from 
government, that of late years the mercantile ship- 
ping of this country has increased, and that the 
quantity entered outwards and inwards at British 
ports is much greater, whilst the number and ton- 
nage of foreign vessels so entered have diminished 
considerably. This statement may prove agreeable 
to the superficial observer, but will not satisfy others 
who investigate more deeply. In the same period 
the whole commerce of the world has augmented in 
an extraordinary degree, and accordingly the goods 
conveyed by sea require a great augmentation of 
shipping. It is of the utmost importance in a na- 
tional point of view to inquire, whether the mercan- 
tile marine of Great Britain has increased in the same 
ratio with that of other nations collectively; and whe- 
ther British mercantile shipping now maintains the 

F F 
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same superiority in amount to foreign merchant ves- 
sels as it possessed twelve or fifteen years ago ? The 
author regrets much to state his conviction that 
both these questions must be answered in the ne- 
gative. 
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ESSAY XV. 

ON SUPPLY AND DEMAND. 

The market price of every commodity depends 
upon the extent of supply compared with the de- 
mand that exists, as well in respect to the coiti- 
modity itself as to the other commodity which is to 
be given in exchange. Those persons who' provide 
goods for sale endeavour to supply a large quantity 
of the particular kind for which they expect a con- 
siderable demand, because should the expectatioii 
be realized, the owners generally receive a more' 
than common remuneration. When it is thought' 
that the demand vrill be mofe limited than usual, 
many anticipate that the price is not likely to prove 
an adequate recompense for the? labour and capital 
employed in production. A small supply of go^ds 
will consequently be sent to market. The extent- 
of supply is accordingly regulated by the expected 
price, as compared with tb^ cost of production. 
Market prices will depend upon two circumstances : 
one is the dematid actually experienced* for tte^^ 
kind of goods as conrpared with the quantity at 
market ; the other circiimstewiitie is, the supply of, 
and demand for, the' circulatili'gmedhin^ in vrhich 
prices are payable. 
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Mr. Ricardo does not appear to concur altogether 
in this opinion : he considers that the prices of 
commodities which are subject to competition, 
and whose quantity may be increased in any moderate 
degree, will depend not on the stale of demand or 
supply y but /Upon the increased or diminished cost 
of their production. Prices of such commodities 
will ultimately depend upon the cost of production, 
but this cost being great or small as compared with 
the market price, influences the extent of supply 
sent to market. Mr. Ricardo states: " If the 
" natural price of bread should fall fifty per cent, 
'^ from some great discovery in the sciencie of agri- 
'^ culture, the demand would not greatly increase, 
" for no man would desire more than wcmld satisfy 
•^^ his wants, and as the demand would not increase, 
'^ neither would the supply; for a commodity is 
^* not supplied merely because it can be produced, 
*' but because there is a demand for it.'* To this 
a plain answer may be given ; namely, that commo- 
dities are supplied in anticipation of a demand for 
them, and that the extent of supply depends upon 
the rate of profit or advantage expected. The 
supply of bread, in the event supposed by Mr. 
Ricardo, would be greatly increased until the price 
fell so much as to lead no one to expect inore than 
the same- rate of wages and profit which results 
from furnishing other commodities. The increased 
or diniinished cost of production operates upon price 
by lessening Or augmenting the supplies provided 
for sale. 
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A supply of some commodities can be furnished 
in a short period, whilst that of others requires 
a preparation of several years. When there is no 
deficiency of the raw materials, an increased quan- 
tity of most kinds of manufactured goods can be 
provided in a few months, or even in a few weeks. 
Were a large additional supply of coflTee required, 
four or five years are necessary to bring the tree 
to that maturity at which its produce becomes 
abundant. A high price of coflee may therefore 
continue for several years, as has been experienced 
not very long ago ; and the preparations for pro- 
viding a supply much beyond the usual demand 
might for some years be going on, and effect an 
extraordinary depression of price for several years 
afterwards. Corn is an annual production, but 
more than a year must elapse ere the supply of 
butchers' meat can be greatly augmented. 

■ I. 
All demand for commodities originates either 

in the desire of acquiring them for use, or in the' 

expectation of profit from their advantageous ena- 

pioyment. However great this desire, or however 

sanguine this expectation may be, yet the demand 

is effectual only when the intended buyer has the 

power of purchasing. Unless he possesses either 

credit with the owners, or something which they 

consent to receive in exchange, the demand exists 

only in the will ; it is not then effectual, and does 

not influence price. 
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Prior to the introduction and use pf laoneyy or 
of some circulating medium in /commoo accepta- 
tion, all purchases and sales must have been effected 
by barter. Since the general use of a circulating 
medium, barter is no longer necessary^ and coin- 
paratiyely but little practised. It is still foimd to 
be convenient in a few particular trades, and iq 
these it is ^casionally practised to a moderate ex- 
tent. No small part of the dealings by wholesale 
in tjbie islai^d of Madeira are said to be carried on 
by barter. Several vine-growers give wines in 
exchange directly for other merchandize, and even 
in liondon the second class of merchants trading 
to Madeira, who receive wines of inferior quality, 
carry on no inconisidarable part of their business 
by means of barter. They agree with the agents 
of manufacturers to take their fabries in exchange 
for wines ; and the revive quantities of each are 
determined by agreeing upon money prices, after 
the parties l^ve examined patterns of the ope and 
samples of the other commodity. Barter is not 
confined solely to the Madeira ynerchants; some 
Qjther traders also e^ect e^tepsive e:|^changes by 
ipe^ns of barter. 

Although the tptal value of the commodj|;ies 
tr^sferred directly by barter be quite insignificant, 
as eoippared with that of otheps boi^ght ^d spld \ik 
exchange for the circulating uiediuu)^ yet t}^^ PrJPr 
ciple upon which all exchanges are effiepj;e(^ co^- 



I 
I 

I 



ESSAY XV.] ON SUPPLY AND DEMAND. 439 

tinues the same ultlniately, as if barter were uni- 
formly practised. When rroW and silver became 
the general medinin of exchange, all, who obtained 
some of these metals, acquired an order to a pro- 
portionate extent upon the class of labourers for a 
portion of their labour, or upon the larmers and 
manufacturers for a portion of the produce of their 
respective industry. These ag'ain, in parting with 
■what they g-ave in exchange for gold and silver, 
acquired in their turn the order upon other people. 
The reality of a barter between individuals of 
Various pursuits was not altered; the value of their 
several supplies, as compared with each other, was 
not changed. The demnnd for necessaries, cou- 
Teniences, and luxuries, continued the same ; hut 
the mode of exchanging' them for each other came 
to be through the medium of gold and silver. 

As every individual possessed of more goods than 
he required for his own use would, when barter 
was common, be desirous of exchanging them for 
others which he considered more suitable, or held 
in higher estimation; so is every one, possessed of 
circulating medium more than sufficient to defray 
his usual expenditure for a moderate time, desirous 
of exchanging the surplus. What is received in 
*exchange may be employed as additional Capital, or 
as the means of increasing enjoyments. True it is, 
•that when the current prices of goods are declining, 
<he Owners of circulating medium will delay toes- 
change it, in the hope of purchasing to greater 
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advantage. But so would the owners of goods iu 
necessary demand delay to barter them for others in 
less urgent request, when they considered that the 
necessities of their neighbours must soon oblige them 
to give a greater quantity than usual of supei*flui ties 
in exchange. 

Whether circulating medium be laid out in 
adding to perishable enjoyments, or to capital with 
the view of augmenting future revenue, the medium 
itself is ultimately exchanged for goods. Perhaps 
a capitalist employs his means, or part of them, in 
improving land, or in constructing machinery, or 
in carrying on some trade ; he may possibly con- 
sider that he best consults his own ease by lending 
his property at interest. In adopting the last 
mode^ he enables the borrower to expend, or to 
employ the currency that is lent, or rather its 
worth. The intention of a borrower cannot well be 
that the currency lent to him is to remain un- 
applied. Like the owners, he uses it either in 
defraying his expenses, or as a capital which he 
expects will yield him future advantage. But 
whether applied in paying expenditure, or in paying 
labourers who are employed in the expectation of 
profit, the circulating medium is ultimately laid out 
in the purchase of goods. Labourers expend their 
wages in providing the necessaries and conve- 
niences which Ihey require. It is possible that the 
possessor of circulating medium may invest it in 
the purchase of a mansion or a landed estate ; th^ 
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seller does not keep idle what he receives in pay- 
ment ; hiis first care is how it can again be invested 
to his greatest benefit. He buys an annuity per^ 
haps, either from private persons, or a part of the 
public debt; but the new possessor of the circu- 
lating medium is equally anxious, as were all the 
former owners, to lay it out advantageously; 

Were all commerce carried on by barter alone, 
it would be evident that the demand^ as well as 
the supply, was inci'eased in proportion to the 
augmented quantity of goods at maVket. From 
the augmented quantity of goods, the owners ac- 
quire the power of purchasing from each other to a 
greater extent. All goods exceeding the wants of 
tlie parties employed in producing them, must be 
brought to market for the purpose of acquiring com- 
modities of a different kind ; consequently this ex- 
cess of production is the cause of demand. Were 
barter alone to prevail, it would be somewhat more 
clearly demonstrated than at present, how great was 
the advantage resulting to the community from 
every increase in the productive powers of labour, 
and the extension of machinery. 

However much the state of interchange may be 
altered in appearance by the general use of a cir- 
culating medium, it is certain that the demand for 
commodities, as well as the supply which are actu« 
tually experienced, must ultimately depend upon 
the extent of production. He who provides goods 
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tbkt are suitable to the wants of othet people, over 
and above what are requisite for his own consump- 
tioDy sells them, or barters them^ and with the in- 
crease of production, the extent of his ^les or 
barter is increased. When he offers to barter^ he 
becomes the demander of a new commodity: By 
the sale, the seller obtains in the price a more exten- 
sive power of purchasing than he before possessed. 
The price obtained is not allowed to lie idle, but is 
emfdoyed in purchasing other goods. The sale, 
combined with the employment of its prooeeds, ends 
ultimately itk the same way as if the whole trans- 
action had directly been one of barter. 

The value of goods sold depends apparently upon 
the sum of circulating medium which is obtained for 
them : its value again is according to the quantity 
of goods which it can purchase ; consequently the 
goods first sold are of greater or of less value in pro- 
portion to the quantity of goods which the price 
will acquire. The comparison of vlilue is of a si^ 
milar nature to the comparison of weight or of ad- 
measurement; and as two kinds of goods are of 
comparative weight or bulk to each other without 
the medium of tons or feet, so are they of ccwnpara- 
tive value without the intervention of pounds, 
shillings and pence. The demand for all other 
goods is, therefore, augmented by the increase of 
every particular kind suitable to the general wants, 
and the supply of every kind is always regulated by 
individuals upon comparing the cost with the value 
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m ccanmodities to be acquired in exdiangie, as well 
when a circulating medium is established , as if in- 
terchanges were wholly carried on by barter. 

It may be said that many sellers of goods 
retain the gold and silver which ibey obtain, 
and hoard them^. This can occasion no difference 
in the demand for goods, because when a portion of 
these metals are withdrawn from the market, the 
remainder rise in value, and the owners become de- 
manders for a greater quantity of goods in propor- 
tion to the gold and silver in their possession. 
Every increase of value in the circulating medium 
must, however, diminish the prices it represents, 
and the money prices of goods fall, as will be ex- 
plained hereafter. 

The djBiQand for all commodities taken together 
must be equal to the aggregate supply, for it-ieevi-^ 
dent jthat nobody supplies commodities for exchange 
or for sale without requiring others in return. This 
must easily be perceived so long as trade is con- 
ducted by barter. After the introduction of a cir- 
culating medium^ the same proposition is equally 
true, but that medium itself must be regarded as one 
of the commodities at market. The fluctuations in 
the quantity of circulating medium, and conse- 
qiiently in its value, have indeed been the principal 
cause of the greatest variations in the current prices 
of goods. 
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It is of importance to the community that the 
foregoing propositions be ^eU understood, as the 
greatest errors in legislation may otherwise arise. 
The late Lord Liverpool, when Prime Minister, 
had occasion to explain to the House of Peers his 
sentiments upon the state of the country some few 
years after the last peace, and lie attributed the ge- 
neral distress then prevalent to an excessive pro- 
duction of every kind of goods. This is an error al- 
most self-evident, since if all goods were overabun- 
dant, the community generally must be in affluence, 
and could not be distressed. In such a stale as he 
supposed, labourers could obtain an adequate sup- 
ply of necessaries and conveniences for their toil ; 
and the possessors of necessaries and. conveniences 
in superabundance would readily apply them in 
setting labourers to work. The possessors of cir- 
culating medium too would be able to exchange it 
for an increased portion of other commodities. -Hie 
owners of goods also, although they might not get 
high money prices, would be enabled to supply all 
their wants in the most ample manner, since otl^r 
goods than what they possessed must be propor- 
tionately low in price as their own ; and the stocks 
they had to dispose of are here supposed to besupar- 
abundhuit. 

On the occasion referred to, the distress may 
easily be accounted for. The circulating medium 
was enhanced in value, and from this cause the 
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prices of all goods greatly declined. Farmers who 
had agreed to pay fixed sums of this medium for 
rent, were unable to fulfil their engagements owing 
to the low priceis of agricultural produce. Manufac- 
turers who had purchased raw materials on credit, 
or had stocks of finished goods on hand, sufiered 
much loss beaiuse the price of their fabrics was 
greatly decreased. Dealers in like manner, after 
having bought goods in the way of trade, payable 
at future periods, found a resale impracticable, 
unless with much loss. Merchants who had ex- 
ported goods found that all remittances from 
abrosld produced a snialler quantity than formerly 
of the circulating medium at home, because its 
value was enhanced, and the rates of exchange with 
foreign countries were altered accordingly. From 
the severe losses sustained bv these various classes 
who are more immediately the employers of la- 
bourers, thiey also were exposed to great distress. 

Although the aggregate demand for all commo- 
dities, including in this term the circulating me- 
dium, be equal to the aggegate supply ; yet it 
would be erroneous to infer that particular commo- 
dities do not become in more urgent demand than 
others. The greatest effects result indeed from the 
increasing or diminishing supply of the circulating 
medium itself, and from its becoming in greater or 
less demand. Of the mode in which these effects 
are produced, it will be proper to offer some further 
explanation. 
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Were the total quantity of the circulating me- 
dium reduced to a tenth part of its present amount, 
the interchange of gtMMls, after the reduction had 
fully taken place, would not be impeded; nor 
would such interchange be facilitated, were the 
quantity of circulating medium or currency in- 
creased tenfold. In either event of a great aug- 
mentation, or a great diminution in the circulating 
medium, all current prices of goods must be ex- 
pressed by very different sums, but interchanges 
would go on equally well as before. Supply and 
demand would continue in the same relation to each 
other. From a diminution in the quantity of the 
circulating medium, all prices which it represents 
necessarily decline, and from its increase they ad^ 
vanee. In the first of these cases circulating me- 
dium rises in value; in the last its value diminishes. 
The difference in quantity of the circulating me- 
dium must therefore be sensibly felt by all who are 
under engagements to pay, or who are entitled to 
receive any given portion of it, inasmuch as the 
quantities of goods which it represents, must vary 
extremely. 

If all circulating medium consisted of one kind 
only, and its amount continued the same, then if 
the quantity of goods remained unvaried, it would ap-« ' 
p^r to follow^ that when a greater part than usual - 
of the currency was applied to the circidatkMi of 
some kinds of goods, from their prices baring ad -l 
vanced, a smaller part only could be appro]»rfated 
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to the circulation of other good% a^d that the prices 
of the last must decline. The qmcker or more^ 
rapid circulatioo of currency will, however, increase 
its functions, and produce, th^, same< effiect as if its 
quantity wei-e somewhat augraentedb Speculative 
purchases ^of sopae particular goods, may thus sup- 
port the "prices of othfsrs, by the>more speedy cir- 
culation of the general medium of exchange. 

The circulating medium alsoj among commer- 
cial nations, does not consist of one kind alone, and 
its amount is continually varying. It consists not 
only of coin, but also of paper currency of several 
descriptions. At different times, and under altered 
-circumstances, the amount of paper currency is ex- 
tended or contracted, and therefore the appropria- 
tion of an unusual portion of the circulating me- 
dium to the interchange of some descriptions of 
goods could not occasion, of necessity, diminished^ 
prices for others. On the contraiy, the greater and 
more rapid the. advance in prices of some goods of 
extensive sale, the more animated will the issuers 
of paper currency be to increase that partof the cir-- 
culating medium. Extensive purcha^ses of parti- 
cular goods commonly occasion an advance in their 
price ; and when an increase of paper circulation 
follows, this will again contribute to advance prices 
universally, by diminishing the value of what is 
given in exchange for good$t If com, for example, 
rise in price> the bills drawn for its purchase are in- 
creased iiii;^mount; if resold by the first purcb^usiers> 
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the bills drawn for the proceeds of the second sale 
will likewise comprise a larger sum. A similar re- 
sult, in some degree, follows an advance in the 
price of all other commodities. The more animated 
that speculation becomes, the oftener will the same 
goods be bought and resold : the sum of the bills in 
circulation will increase accordingly. 

After speculative purchases have occasioned a 
greater advance in prices, than is justified by any 
diminution of supply or increased demand, a pause 
ensues in the market, and the high-priced goods are 
nearly unsaleable in large quantity. Should high 
prices prevail in one country, and be attended by 
no such altered, value in the currency there, as to 
cause a variation in the same degree in the rates of 
exchange with other nations, then would importa- 
tions into that country augment, and exportations 
from thence be diminished. When the demand for 
goods becomes languid in consequence of high 
prices proceeding from excess of speculation, many 
of the speculators are usually compelled to sell at 
whatever prices may be offered, in order to provide 
the circulating medium necessary to meet their en- 
gagements. 

In proportion to the increasing demand for circu- 
hiting medium, the owners of goods become more 
desirous of selling. Goods continue to be oflTered 
for sale in greater abimdance than purchasiers are 
willing to buy, and the supply of goods far exceed- 
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ing the usual proportion, as compared with the cit^^ 
culating medimu at market, a glut or superahun^ 
dance of goods is said to exist. 

However low the prices may fall, there will not 
immediately appear so many purchasers of goods^ 
as in common times. The possessors of circulating 
medium and capitalists in general will not employ 
their funds in making purchases, until they feel as- 
sured that their own engagements are provided for 
beyond all the hazards which attend an unsettled 
state of trade. The power of purchasing on credit 
is then much curtailed. Many former purchasers 
might probably ^ot be trusted. Although the cre- 
dit of others continued quite as good as was desired^ 
yet prudent people would not put their credit into 
extended circulation in the time of commercial dis- 
tress. Experience also has usually proved, that on 
such ocoasrions prices of goods fall more than can at 
first be readily anticipated, and few dealers wiU 
iacceaae their stacks until they are persuaded from 
the diminished supplies at market that prices can«^ 
not welJ decline further. 

High prices are then no l(Higer maintained, and 
the bills of exchange in circulation are, at such 
periods, reduced considerably in amount, as well 
fbecause prudent people become anxious to lessen 
tJateir engagements, . as that the bills of other parties 
.<K>uld not be easily negotiated. Were bankers to 
^son^nue tbeassue s^ liiQtes in suck tisaes ftt the same 

G G 
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i^te as before, their business must become hazardous 
in the extreme. The amount of circulating medium 
under the present system is therefore diminished iu 
time of distress, and every additional contraction of 
the currency must further diminish current prices. 
A general want of confidence in the security of 
bills, and of bankers' notes, may force prices as 
much below^ as speculation had ever enhanced them 
above, the common rates. 

In the end of 1825 and beginning of the follow- 
ing year, many kinds of goods could not be sold in 
considerable quantities: there was then experienced 
a demand for circulating medium of the most 
urgent nature. The quantity of this medium at 
market having been diminished in a short time and 
to a great extent, whilst the amount of unliquidated 
engagements on credit had been but little reduced ; 
severe losses were sustained by the ovniers of goods. 
For a given amount of the circulating medium, it 
was perhaps necessary to give one-fourth more in 
quantity of some kinds of goods than before its total 
amount was diminished. In other words, the cur- 
rent prices of several kinds of goods were lessened 
perhaps twenty-five per cent. 

After agreements are signed to make certain pay- 
ments, they must in general be complied with 
under heavy penalties. Every merchant, whatever 
may be his opulence, forfeits all credit, who does not 
pay without hesitation his accepted bills on their 
falling due. All those persons, who purchased the 
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scrip of loans, or became shareholders in the various 
companies formed in the year first mentioned , were 
obliged to make the required payments under the 
penalty of forfeiting previous advances. In the 
result it appeared, that the forfeiture of previous 
payments to almost all these companies would have 
been the least unprofitable course, if future respon- 
sibility had then ceased. From a general distrust 
at the same time of the solvency of country banks, 
the issues of their notes were limited in an extreme 
degree. Goods of every description fell in price, 
and from the extinction of a great part of the paper 
currency, it cannot be expected that under present 
circumstances the high rates of former times will 
return. It is not to be inferred, however, that the 
comparative value of one kind of goods with that 
of others was much changed by the altered value of 
the currency. Those goods, which were more pleui- 
tifuUy supplied than was adequate to the demand of 
ordinary times, would probably suffer the greatest 
depression in price. Others, which were possessed in 
abundance by persons in necessitous circumstances, 
would rapidly be hurried to sale: the property of 
which the value would decline most slowly might 
be houses and land. The great variation in prices 
proceeded from the diminished amount, and con- 
sequent increase in value of the circulating 
medium; or, in other words, from the change in 
the relative quantities of goods and of circulating 
medium at market. 
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As all supplies beyond the wants of the producers 
are ultimately sold for one price or another » the 
demand resulting from investment of the proceeds 
of sales is equal to the value in currency of the 
supply of ^oods brought to market. Whilst the 
quantity of circulating medium is increasing, the 
demand estimated in its nominal amount will in- 
deed ]>e greater than the price of the supplies pre- 
viously sold : it is also to be remarked, that when 
prices are advancing, the circulation of the currendy 
is usually accelerated, and the same quantity will 
produce an increased eflFect. On the contrary, when 
the quantity of currency is diminishing, the demand^ 
as estimated in its nominal amount, will be lessened 
below the proceeds of antecedent supplies. Whilst 
prices are feilling, the functions of currfency are 
contracted from the circulation being slower than 
usual. 

* 

From the last-mentioned causes proceeded thfe 
general distress among all classes of producers, both 
agricultural and manufacturing, after the termina- 
tion of the last war. It is no answer to this reascm^ 
ing that the issues of notes by the Bank of Engiand 
were much augmented, unless it be meant to itifer 
from this circumstance, that the total atnoutit of the 
currency was not diminished. There cannot weU 
exist a doubt, that, notwithstanding the int^reased 
issues of the Bank of England, the total <)uantity 
of the circulating medium was lessened in an ex* 
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traordinary degree*. It is not from the permanent 
state of the currency, whether the quantity be large 
or small, but it is from fluctuations in its value,, thut 
there proceeds an appearance of prosperity by in- 
creased purchases, or the reality of misfortune by 
rendering property insecure. 

Extensive purchases, proceeding from the specu- 
lation attendant on an increasing quantity of cur- 
rency, cannot influence the consumption of goods, 
since the consumers acquire in reality no greater 
power of purchasing than they before possessed. 
The great body of consumers consists of labourers ; 
and until the rate of wages rises in proportion to 
the advanced price of goods consequent upon a 
greater amount of circulating medium, labourers 
are not enabled to purchase for consumption the 
s^ipe quantity of goods as formerly. After wages 
h^ve.tbus risen, the labourers are then in a condi- 
tion to consume only to the same extent as prior to 
the advanced price of goods. Capital is not aug- 
mented by an extension of the currency, nor is rent: 
their nominal value may indeed be greater, but not 
the real command of the owners over the necessaries, 
conveniences, and luxuries of life. In short, no class 
in the society possesses a greater power of purchasing 
goods for consumption than when the circulating 
medium was more limited, and an increase of the 

* See answers to queries sent by the Board of Agricaltiire to 
dilferent districts^ published^ I think^ about the year 1815. 



4d4 ON SUPPLY AND DEMAND. [eSSAY XV. 

effectual demand for goods in the aggregate can 
alone proceed from an increase of the aggregate 
supply. 

The issuers of increased paper currency are, so 
long as it continues to circulate, possessed of a new 
power of purchasing. They may use it themselves, 
or transfer the use of it to other people. But all 
currency previously circulating is reduced in value 
by every addition to the total amount : consequently 
other owners of currency must, in proportion to the 
increase of quantity, be deprived of a part of their 
previous means of purchasing. In like manner, by 
every increase in the produce of the mines of gold 
and silver, the proprietors acquire a new power of 
purchasing goods: but unless goods have increased 
in quantity so as to equal the new exchangeable 
value brought to market by the augmented supply 
of the precious metals, the owners of those formerly 
in circulation must be - deprived of a part of 
their ability to make purchases. It is therefore 
evident, that however great the speculative demand 
may be, which arises from the increasing quantity 
of the circulating medium, and the consequent rise 
of nominal prices; yet the demand of consumers 
and the extent of consumption are not augmented. 

On the other hand, more limited purchases by 
wholesale dealers than usual^ when proceeding from 
the decreasing amount of currency, do not indicate 
with any certainty that the consumption of goods 
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has diminished. But merchants and dealers, upon 
finding that circulating medium becomes more 
scarce, are aware that it will be more valuable, and 
that the prices of goods must decline^ Most of 
these persons delay, therefore, to bring to market 
the circulating medium which they possess, and 
^ill not make use of their means of purchasing, 
until they think they can act with the greatest 
advantage. From the more limited purchases of 
the dealers, the supply of goods may appear for a 
time to exceed the demand. The consumers are 
then provided out of the stocks previously accumur 
lated by dealers both in wholesale and retail trade, 
all of whom desire on such occasions to diminish 
the quantity of goods in their possession. 

Whilst these stocks of goods are in progress of 
diminution, master manufacturers, from the limited 
sales they can effect, anticipate lower prices, and 
generally become unwilling to employ labourers in 
providing more goods unless at a reduced rate of 
wages. Several of the workmen desire to earn as 
great an amount of wages as formerly, although 
the toil be increased. Some, who are paid by the 
piece, will accordingly labour more hours in the 
day. The supply of manufactures may consequently 
be augmented, and the diminished stocks of the 
dealers be sometimes replenished at much lower 
prices, and below that nominal diminution in value 
which corresponds to the increased value of the 
circulating medium. 
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So loDg as the nominal prices of goods are alone 
diminished, the consumption continues probably at 
the same rate. When real prices are diminii^ed, 
the demand for consumption would naturally in* 
crease, provided the power of purchasing remained 
the same, but a reduction in the total amount of the 
real wages of labourers must lessen their ability to 
consume the produce of the labour of each other, 
and will abridge the comforts of the most numerous 
class in society. Should . the price of goods, as 
estimated in the precious metals, fall more in one 
-country than in others, the increased exportation, 
which would follow, must tend to advance prices. 
Upon the indication of a rise in prices, the dealers 
would again employ the circulating medium and 
other means of purchasing which they possessed. 
When these were brought to market, the circula- 
tion of goods would speedily be restored to its 
former state, although market prices could not 
return to the same high rates, as had prevailed 
before the decrease in the total amount of circu- 
lating medium. 

Whatever degree of suffering may have arisen 
either in the progress of alterations in the value of 
the currency, or from occasional excess of specula- 
tion, it is manifest from the preceding statement, 
that the principle of the talue of the aggr^ate 
demand being equal to that of the aggregate supply, 
is unassailable. If this principle be admitted,'and 
if national wealth consist in the abundance and<}ue 
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proportion of what will either supply, or exchange 
for what will supply the wants and desires of the 
people, then the advantages of the utmost degree 
of freedom in trade become obvious. 

It happened unfortunately that the first earnest 
attempts to remove restrictions on trade were nearly 
coeval with the commencement of those alterations in 
the currency, which have greatly enhanced its value; 
The distress proceeding from the last measure has 
consequently been attributed to free trade. Had 
none of the restrictions on trade been removed in 
time to alleviate a part of the suffering occasioned 
by the other change, the decline of current prices 
must have been more rapid, and the suffering more 
intense, than were actually experienced. 

Were a currency consisting of, or readily con- 
vertible into^ either of the precious metals to prove 
too abundant, and occasion an enhancement of the 
prices of goods beyond due bounds, the greater the 
freedom of trade, the more speedily would these 
prices be reduced to their proper level. On the 
other hand, were prices of goods in the aggregate 
to fall too low as compared with the value of gold 
and silver in the commercial world, the more free 
the trading intercourse with other countries, the 
sooner would prices be again restored to the pro- 
portion which ultimately obtains between the me- 
dium of circulation and the property circulated. 
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Prom the foregoing statements it appears that in 
the period when the Bank of England was re- 
stricted from cash payments, the currency was re- 
duced in value from twenty-five to thirty per cent. 
At the least of these estimates, a hundred pounds in 
currency was equal to what had previously been the 
value of seventy-five pounds. Upon the value of 
bank notes being brought back to an equality with 
that of gold, a third, or somewhat more than thirty- 
three per cent, was added to the value of every 
seventy-five pounds of the circulating medium, to 
replace it on a par with gold coin. 

Owing to the great extent of paper currency 
wholly withdrawn from circulation in different 
countries and replaced by the precious metals; and 
owing also to the very great augmentation in the 
quantity of goods brought to market, whilst the 
produce of the mines has proved scarcely adequate 
to supply the wear of the precious metals, and the 
additional quantity of plate now in use; it appears 
further that the value of gold and silver is enhanced 
from twenty to twenty-five per cent, or, at the 
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lowest, that one hundred pounds in gold coin are 
now equal to what was the value of one hundred 
and twenty pounds in the same coin about fifteen 
years ago. 

The enhanced value is at the rate of sixty per 
cent on seventy-five when the latter sum rises to an 
equality with a hundred and twenty : to compare, 
therefore, the value of any commodity at the present 
time with its value in currency at the period of the 
great depreciation of bank notes, it is necessary to 
add sixty per cent to the price now current. 

The efi*ect of this great enhancement in the value 
of the circulating medium upon the interests of the 
industrious classes in society has, in the utmost 
degree, been distressing. All borrowers too in the 
period of the restriction on cash payments are now 
liable to pay sixty per cent more than was agreed 
or even contemplated. Hence it is said, and per- 
haps with truth, that the greater number of the 
owners of land are reduced to the condition of 
receivers of rents for mortgagees. 

To the farmers, who had in time of the restrict 
tion agreed for leases of several years, the violent 
enhancement of the currency in which rents are 
payable proved ruinous. Those who continue their 
former occupation have become dependants on the 
indulgency of the proprietors of the land, and this 
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state of dependence is highly unfavorable to indus- 
trious exeition. 

Manufacturers have sufiered to an equal extent. 
According to the ordinary system of their business, 
the raw materials which they use are purchased on 
credit. Whilst in progress of manufacture their 
value in currency was continually diminishing, and 
the finished work, that was not sold immediately 
on its completion* could speedily be supplanted by 
similar goods furnished at a lower price. But 
however much the price of the materials, or of 
the finished work diminished, manufacturers were 
liable for all the amount of circulating medium 
agreed upon as the price of their purchases on 
credit. Many have, in consequence, lost their whole 
property. 

Merchants, who purchased goods for the pur- 
pose of selling them again either in the same or 
in other markets, found in the continued decline 
of prices consequent upon the higher value of the 
medium in which they were payable, that it was 
nearly impossible to realize the same as were given. 
If the purchases were on credit, the merchants 
sustained great losses. If made for immediate pay- 
ment^ then it had been more advantageous to have 
retained the circulating medium they possessed, 
than to have made purchases of other property. 
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The substitution of gold and silver boins for a 
paper currency provided at little cost, bs^ di- 
rected much of the national capital to the mainte^ 
nance of a circulating medium^ the expense of 
which is great, and might have been spared. From 
this injudicious application of a large amount of 
capital^ the means of employing labourers are dimi- 
nished. Whether the capital, now applied to the 
purchase of the precious metals, belonged to manu**" 
facturers or to farmers, who employed it directly in 
setting labourers to work, or whether the capital 
was the property of others j who by its employment 
contributed to aid manufacturers and farmers, the 
result is the same upon the rate of wages. In con- 
sequence of the ability to employ labour^s being 
lessened, many are thrown Out of emplojmoient, and 
the wages of others are much reduced. Wages ac- 
cordingly declined, not. only in proportion to the 
enhanced value of the currency, but in proportion 
also to the diminution of capital. This will account 
for mudi of the suflRering now endured by the 
working classes. 

Perhaps it may be said that the present distress 
proceeds chiefly from other causes, and is but little 
occasioned by the progressive enhancement of the 
value of the currency. It is therefore weW to re- 
mind the readi^ of Mr. HuldiiAaii'd's statement*, as 
cited in liie sixth essay, ttilit when the bank of 

* Scfepage 175. 
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Such are the most efficient causes of the present 
distress. Some alleviation has doubtless been found 
in the removal of a few of the former restrictions on 
trade. Were there a return to paper currency 
founded on a sure basis, and were a free importa- 
tion of corn allowed, the beneficial consequences 
would far exceed the most sanguine expectations. 



THE END. 
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